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FOREWORD 

The Pew Charitable Trusts commissioned The Performing Arts in a New Era 
from RAND in 1999 as part of a broad initiative aimed at increasing policy and 
financial support for nonprofit culture in the United States. The goal of this 
study was to assist us in bringing new and useful information to the policy de- 
bate about the contributions and needs of the cultural sector at the national, 
state, and local levels. 

The study was inspired in part by a pair of landmark reports on the performing 
arts published during the mid-1960s: The Performing Arts: Problems and 
Prospects, the Rockefeller Panel Report on the Future of Theatre, Dance, Music in 
America (1965); and the Twentieth Century Fund's report, Performing Arts—The 
Economic Dilemma, by William I. Baumöl and William G. Bowen (1966). These 
reports described the burgeoning landscape of the nonprofit professional per- 
forming arts in the United States, articulating their benefits to American society 
and calling for a level of governmental and philanthropic support sufficient to 
their needs. Both reports noted that it was appropriate, at a time when the in- 
dustrial economy of the United States had grown and prospered and the mate- 
rial needs of its citizens were by and large being met, for the nation to turn 
its attention to nonmaterial values—what would now be characterized as 
quality-of-life concerns—including the emotional, intellectual, and aesthetic 
satisfaction that the arts can provide. Indeed, in the 1960s, few Americans living 
outside the coastal cities had access to live professional performing arts experi- 
ences, and arts advocates urged that that situation be remedied. 

How times have changed! Thanks in part to these two reports and to the expo- 
nential growth of both public arts agencies and arts philanthropy during the 
1950s, 1960s, and 1970s, the live, nonprofit professional performing arts grew 
and prospered along with the economy during the ensuing 35 years. Simultane- 
ously, the world of commercial culture experienced explosive growth as new 
media—cable television, videotape, and compact discs—joined the film and 
broadcasting industries in distributing cultural products. Today American life 
is saturated with arts and cultural activity, and American commercial culture is 
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a powerful—some think, too powerful—presence internationally. Now we are 
in the throes of yet another technological change, the rapid expansion of digital 
technologies for the creation and distribution of culture, with unpredictable 
consequences for the future of the live performing arts. 

Broad social changes also expose the vulnerability beneath the apparent ro- 
bustness of the performing arts. Although the United States maintains its status 
as the world's most advanced industrial society, we are less optimistic than in 
the mid-1960s about the imminent prospects of well-being for all our citizens, 
and we struggle to find solutions to an increasingly complex array of thorny so- 
cial problems. The arts, only one of many public goods, must compete for both 
financial resources and the public's attention with an ever-increasing array of 
other social needs. Furthermore, now that the post-cold war era is more than a 
decade old, it has become clear that the arts no longer serve as a symbol of 
national identity and of the freedom and diversity of ideas that underpinned the 
federal investment in the arts during much of the second half of the 20th 
century. In addition, the rapid diversification of the nation's populace has both 
enriched and fragmented our cultural landscape. The nonprofit arts, 
particularly the performing arts, once again face the possibility of insufficient 
resources, a threat that makes their future uncertain. 

We commissioned this report on the cusp of the 21st century to provide poli- 
cymakers, arts funders, and the performing arts community with concrete 
knowledge about the status of the performing arts in this changing environ- 
ment, and to give ourselves some guidance about how we might work together 
to respond to the new financial and policy challenges. One of the report's many 
contributions is its creation of a matrix describing the characteristics of the 
performing arts system. In this matrix, artists, audiences, organizations, and fi- 
nancing of the performing arts are considered across three domains of activity: 
the commercial, professional nonprofit, and "volunteer" sectors (the last con- 
sisting of a combination of amateur or avocational activities and very-low- 
budget or grassroots professional activities supported by free or heavily 
discounted services). RAND has based its findings on often limited existing data 
about the performing arts. Even so, this methodology yields a more compre- 
hensive picture of the state of the performing arts in the United States than has 
previously been available. 

Although the report provides a clearer understanding and analysis of existing 
information about the performing arts in the United States, it reveals more 
starkly than before the continuing lack of reliable data. Two gaps are especially 
notable: First is the almost complete absence of detailed information about the 
volunteer sector, making this very large arena of activity virtually invisible to 
policymakers, philanthropies, and the media. Second is the lack of hard data on 
the effect of digital technologies and the Internet on the performing arts. 
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Some of the findings of this study will verify perceptions among performing 
artists, managers and funders about current challenges and prospects for the 
future. It will not surprise those involved in the performing arts, for example, 
that financial pressures are greatest on midsized nonprofit organizations. Other 
findings and observations in the report may come as a surprise. Many may be 
struck by the sheer number of Americans who engage in some kind of avoca- 
tional arts practice. The realignment of performing arts organizations, from a 
system defined by the two poles of nonprofit and for-profit activity to one de- 
fined by organizational size, provides another surprise. And the finding that the 
largest nonprofit performing arts organizations select programming, undertake 
marketing activities, and operate in many ways that are indistinguishable from 
commercial entertainment corporations is certain to spark debate. 

RAND's most important recommendation is that those concerned about the 
well-being of the performing arts in the United States focus greater attention on 
the public purposes and benefits of the arts and bring greater resources to bear 
on stimulating demand for the arts. Because public and philanthropic arts pol- 
icy over the past half-century has concentrated more on building and strength- 
ening the supply of artists, organizations, and productions than on stimulating 
the public's demand for the arts, this recommendation points toward a 
profound policy shift. 

No doubt these findings and recommendations will be discussed, critiqued, and 
modified in the future. We hope that this study will make a substantive contri- 
bution to that policy debate and will thereby help ensure a strong and confident 
future for the performing arts in America. 

Marian A. Godfrey 
Stephen Urice 

The Pew Charitable Trusts 
July 2001 



PREFACE 

America's cultural life at the beginning of the 21st century is evolving and di- 
versifying in complex ways. This report is an attempt to describe a part of that 
evolution: the world of the performing arts. It employs a system-wide perspec- 
tive by examining the full range of performing arts disciplines (theater, opera, 
dance, and music) in both their live and recorded forms. Because this study is 
an ambitious undertaking in a field where critical data are often missing, it in- 
cludes an assessment of the state of information on the performing arts and de- 
fines important concepts needed to analyze them. 

This work was supported by The Pew Charitable Trusts as part of its cultural ini- 
tiative, "Optimizing America's Cultural Resources." One of the objectives of this 
program is to help build research capability in the arts that will foster discussion 
and communication among cultural leaders, policymakers, journalists, artists, 
the philanthropic funding community, and the American public. We hope this 
report not only provides useful information about broad developments in the 
performing arts, but also articulates a framework for analyzing and interpreting 
the implications of these developments. 
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SUMMARY 

Media coverage of the performing arts in America paints a contradictory pic- 
ture. On the one hand, the arts appear to be booming: the number of organiza- 
tions offering live performances continues to grow, Broadway plays and live 
opera performances are bringing in record audiences, and the demand for 
commercial recordings is stronger than ever. Other stories, however, focus on 
theater groups, symphony orchestras, and dance companies that are cutting 
costs or closing their doors because they are unable to attract the audiences and 
contributions needed to meet their expenses. How can these stories be 
reconciled? What are the overall trends affecting the performing arts in the last 
few decades, and what do they imply about the future of arts in America? 

In this report, we address these questions by examining key trends in the per- 
forming arts since the 1970s. This study is the first of its kind to provide a com- 
prehensive overview of the performing arts. It synthesizes available data on 
theater, opera, dance, and music, in both their live and recorded forms. 
Although most of the data are about the nonprofit performing arts—and those 
data have serious limitations—we also analyze the commercial performing arts 
(for example, the recording industry and Broadway theater) as well as the 
volunteer sector, which consists of arts activities that are carried out primarily 
by amateur and small community-oriented nonprofit groups. After a brief 
historical background, we focus on trends affecting four aspects of the arts— 
audiences, artists, arts organizations, and financing—both in the aggregate and, 
where the data allow, by discipline and sector. Because data limitations often 
pose limits on the analysis, we also assess the usefulness of available data in 
each of these areas. 

From this broad perspective, we see evidence of a fundamental shift in the 
structure of the performing arts system. While the commercial recorded and 
broadcast performing arts industry is growing more and more concentrated 
globally, live performances are proliferating at the local level, typically in very 
small organizations with low operating budgets and a mix of paid and unpaid 
performers and staff. At the same time, a few very large nonprofit as well as 
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commercial organizations are growing larger and staging more elaborate pro- 
ductions. Midsized nonprofit organizations, on the other hand, are facing the 
greatest difficulty in attracting enough of the public to cover their costs. Many 
of these organizations are likely to disappear. 

HISTORICAL BACKGROUND 

In the 19th century, the performing arts were provided to the American public 
exclusively by commercial or amateur artists and organizations. Most perfor- 
mances were staged in large cities or by touring groups in smaller towns and 
outlying areas by for-profit enterprises managed by individual owners, who 
made little distinction between high and popular arts in terms of either pro- 
gramming or audiences. By the turn of the century, these organizations had be- 
gun to disappear in the face of new technologies—first recorded music, then 
film, radio, and ultimately television. The diversion of a large base of customers 
away from the live proprietary arts began the first major transformation of the 
performing arts world: presentation of the live high arts within a new nonprofit 
sector, with the more popular arts, both live and recorded, falling largely into 
the commercial sector. 

By mid-century, the live professional performing arts were being provided pri- 
marily by a few elite nonprofit arts institutions centered in major metropolitan 
areas and supported by a handful of major patrons of the arts. But in the late 
1950s and early 1960s, changes in the structure of financial support for the 
arts—particularly the new financing technique of leveraged funding initiated by 
the Ford Foundation—stimulated massive growth in the number and diversity 
of arts funders. This in turn led to a period of unprecedented expansion and ge- 
ographic dispersion of nonprofit arts organizations across the country. 

Over the past two decades, however, while expansion has continued, there are 
signs that growth from leveraged funding may not be sustainable. Further, the 
live performing arts appear to be losing out as the American public increasingly 
chooses to experience the performing arts through recorded and broadcast 
media. The strategies that both nonprofit and for-profit performing arts organi- 
zations are adopting as a result of these developments are changing the shape 
of the entire performing arts system, with implications for what will be per- 
formed and how it will be delivered in the future. 

AUDIENCES 

The number of Americans attending live performances and purchasing 
recorded performances has been growing consistently over the years. The most 
dramatic growth has been in the market for the non-live arts, both recorded 
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and broadcast performances. The popularity of media delivery can be at- 
tributed to several factors: the increasing quality of electronically reproduced 
substitutes for live performances, the rising direct and indirect costs of attend- 
ing a live performance, and an increasing preference among Americans for 
home-based leisure activities. 

But Americans have also been attending more live performances of all kinds. 
The most reliable data on attendance show very slight increases in attendance 
over the 10 years from 1982 to 1992. More recent data from 1997—although less 
reliable than the earlier data—show the number of people attending live perfor- 
mances going up by 4 percent (opera) to 16 percent (musicals) between 1992 
and 1997. Most of the growth in attendance since 1982 is the result of popula- 
tion growth and increasing education levels, not an increase in the percentage 
of the population that engages in the arts. This distinction is important because 
slower population growth and shifts in the composition of the population— 
both of which are expected in the future—may weaken attendance levels. 

Several other sociodemographic trends are likely to further dampen demand for 
live performances in the future. Although education levels are expected to 
rise—a trend that should create more demand for the arts—Americans are 
placing an increasing premium on flexibility in their leisure activities. They 
favor art experiences and other leisure activities that allow them to choose what 
they want to do, when and where they want to do it. (This preference helps to 
explain record levels of attendance at art museums.) Additionally, baby 
boomers will gradually be replaced by a younger generation that appears less 
inclined to attend live performances and is more comfortable with enter- 
tainment provided through the Internet and other emerging technologies. The 
uncertain status of arts education in public schools may also be a factor in 
reducing demand for the arts, although little research has been conducted in 
this area. 

ARTISTS 

Overall, three broad trends characterize the population of artists. First, their 
numbers have been growing dramatically. The prodigious increase in both 
nonprofit and commercial arts organizations between 1970 and 1990 led to a 
doubling in the number of self-proclaimed professional artists over that period 
to 1.6 million, about 261,000 of whom are performing artists. The number of 
amateur performing artists—those who pursue their craft as an avocation with 
no expectation of being paid for it—is also increasing and they are estimated to 
outnumber professionals by a factor of 20 or 30 to 1. 

Second, performing artists continue to dedicate themselves to their art despite 
the fact that their pay and job security have scarcely improved since the 1970s. 
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Performing artists, on average, earn considerably less, work fewer weeks a year, 
and face higher unemployment than other professionals with comparable edu- 
cation levels. The median annual salary of professional and technical workers in 
1989, for example, was 10 percent higher than the median salary of professional 
actors and directors, and more than twice as high as the median salaries of mu- 
sicians, composers, and dancers. Moreover, these salary figures for artists in- 
clude non-arts income from the part-time jobs that artists, unlike other 
professional workers, tend to hold when they are unable to find work in their 
chosen profession. 

Third, the presence of superstars continues to tilt the arts toward a select few 
performers. Technological advances have helped magnify small differences in 
talent and diffuse that information, while marketing efforts have focused in- 
creasingly on certain artists as "the best." These developments tend to coalesce 
demand around a very few stars and drive their wages above everyone else's in 
the field. Like professional athletes, few performing artists make it to the top, 
but many are inspired by stories of those who do. Potentially, new technologies 
such as the Internet could give artists more control over their futures by allow- 
ing them to market themselves directly to audiences. But it seems more likely 
that the importance of critics and marketers will increase, not decrease, in an 
Internet-driven entertainment world. 

PERFORMING ARTS ORGANIZATIONS 

The number of nonprofit performing arts organizations increased by over 80 
percent between 1982 and 1997, whereas the number of commercial 
performing arts organizations increased by over 40 percent. At the same time, 
real revenues for the average nonprofit performing group have declined in all 
disciplines except opera, suggesting that most of the new nonprofit organiza- 
tions are small. These small companies—especially those with annual revenues 
under $100,000—tend to emphasize local participation and rely heavily on 
unpaid labor. 

Performing arts venues (where performances take place) have been constructed 
at a rapid pace in the past 30 years. According to 1993 data collected by the 
Association of Performing Arts Presenters, over one-third of all its member 
establishments were built between 1980 and 1993. Most of these organizations 
are tax-exempt, and many receive strong financial support from local 
governments. Such expansion of the arts infrastructure probably reflects the 
growing emphasis on the economic benefits of the arts on the part of major 
financers and local and state governments. Many theaters, symphony halls, and 
all-purpose performing arts centers, for example, are financed by community 
development block grants. It is not clear, however, who will use these facilities 
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and whether their day-to-day operations will be affordable to many performing 
groups. 

In contrast to the live performing arts, commercial organizations in the 
recording and broadcasting industries have been consolidating. These two in- 
dustries are now among the most concentrated in the United States, and they 
are increasingly organized on a global scale. 

FINANCES 

The revenues of America's nonprofit arts organizations fall into three main cat- 
egories: earned income (ticket sales, other business activities, and investment 
income), philanthropic contributions (from individuals, foundations, and 
businesses), and direct government subsidies. In the 20 years between 1977 and 
1997, as total average annual revenues for performing arts organizations rose 
steadily, the percentage received from earned income, contributions, and 
government remained remarkably steady. Despite anecdotes about empty seats 
at live performances, aggregate data on earned income for nonprofit 
performing groups do not show a clear downward trend in any of the art forms. 
The average percentage of total revenues that are earned varies by discipline, 
with dance companies at the low end with about 30 percent and theater groups 
at the high end with about 60 percent. In the aggregate, performing groups are 
about as dependent upon the market as they have been in the past, despite 
intensive efforts at marketing and audience development, and despite sharp 
rises in the cost of tickets. (Average ticket prices for orchestras, for example, 
increased by 70 percent between 1985 and 1995.) 

On average, performing arts organizations receive only 5 percent of their rev- 
enues from government funding, according to 1997 data, and the level of gov- 
ernment subsidy has trended downward until recently. The main source of the 
decline has been an almost 50 percent decrease in federal funding since the 
early 1990s, but that decrease has been moderated by an increase in state and 
local appropriations. The result has been a shift in government funding from 
the federal to the state and increasingly the local level, with implications for the 
average size of grants, the characteristics of grant recipients, and the pro- 
gramming decisions of those recipients. In particular, state and local govern- 
ments tend to focus less on the arts per se and more on the social and economic 
benefits to local communities in awarding grants. 

In contrast, private contributions from individuals, corporations, and founda- 
tions increased steadily from 1977 to 1997. Although contributions from indi- 
viduals increased more than did any other single source of giving, particularly 
from 1992 to 1997, there is evidence that this increase has come in the form of 
more smaller donations that require higher development costs. Funding from 
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corporations has also been growing, but corporate donors are increasingly 
providing support for targeted purposes rather than giving unrestricted grants 
that allow organizations more flexibility in using these resources. 

Because systematic data are not available on artistic output—such as the num- 
ber of productions, performances, or admissions tickets sold—trends in real ex- 
penses averaged across organizations are difficult to interpret. It is impossible 
to know, for example, whether the 2.2 percent annual increase in opera com- 
panies' expenditures between 1987 and 1997 is due to increased costs per pro- 
duction or an increased number of productions per season. Similarly, the 2.8 
percent decline in symphony orchestras' annual expenditures over the same 
period could reflect greater efficiencies or a cutback on the length of their 
seasons. 

In fact, a good deal of case-study evidence suggests that performing arts organi- 
zations are using multiple strategies to deal with financial demands in an in- 
creasingly competitive leisure market. The authors describe some of the strate- 
gies for cutting costs, developing revenues, and financing performances that 
various organizations are pursuing, and point out that the size of an organiza- 
tion's budget will often determine which strategies will be most effective. In an 
effort to increase their revenues, for example, large nonprofits rely more on 
star-studded blockbuster productions, midsized organizations on "warhorse" 
programming (traditional works loved by general audiences), and small com- 
mercial, nonprofit, and especially volunteer organizations more on niche mar- 
kets. Many large nonprofits have also adopted for-profit business models in or- 
der to stabilize revenues: as their productions grow larger and more elaborate, 
and the celebrity artists they feature more expensive, many large nonprofits are 
turning to the same revenue-enhancing and financing techniques that have 
long been popular among for-profit firms, such as merchandising spin-off 
products and collaborating with financial partners in productions or facility 
construction. 

A VISION OF THE FUTURE 

If trends observed in the past 20 years continue, a fundamental shift in the per- 
forming arts system will take place. Instead of a sharp demarcation between a 
nonprofit sector producing the live high arts and a for-profit sector producing 
mass entertainment, major divisions in the future will be along the lines of 
big versus small arts organizations, or firms that cater to broad versus niche 
markets. 

Big organizations—both commercial and nonprofit—will rely increasingly on 
massive advertising and marketing campaigns promoting celebrity artists to 
attract large audiences. Although for-profit firms will still focus primarily on the 
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recorded arts (with the notable exception of Broadway), and nonprofits will 
continue live performances, distinctions between what is "popular art" and 
what is "high art" will continue to erode as both sets of organizations seek to 
produce the next blockbuster. And as the rewards of success and the costs of 
failure climb, these large organizations will seek to minimize their risks by 
choosing conservative programming and technology-intensive productions 
designed to appeal to the largest possible audience. 

At the other end of the scale, small performing arts organizations will be both 
more dynamic and more diverse than their larger counterparts. In the com- 
mercial sector, small firms will target niche markets within the recorded 
branches of the performing arts. At times these firms will move into areas such 
as classical recordings that have been abandoned by larger firms because they 
do not provide the margins and volume that large firms require. Technological 
changes such as the Internet and e-commerce will enable small for-profits to 
provide more adventuresome programming that serves a wider variety of 
smaller, more specialized markets. 

In the nonprofit and volunteer sectors, the growing number of small organiza- 
tions will have little in common with larger nonprofits in terms of program- 
ming, audience demographics, and the professional stature of most of their 
artists. Small performing arts groups will focus on low-budget, low-tech live 
productions that rely heavily on volunteer labor. Many will cater to local and 
specialized markets, particularly ethno-cultural communities and neighbor- 
hoods. Others will provide opportunities for hands-on participation for 
nonprofessional artists in traditional high-arts forms. 

The biggest change suggested by these trends relates to the middle tier of non- 
profit arts organizations, particularly those opera companies, symphony or- 
chestras, ballet companies, and theater groups located outside of major 
metropolitan areas. Likely reductions in demand, rising costs, and static or even 
declining funding streams will force many of these institutions either to become 
larger and more prestigious—which many will lack the resources to do—or to 
become smaller and more community-oriented, using local talent to keep costs 
down and adapting programming to local audiences. Still others will simply 
close their doors, unable to reconcile conflicts among their various stake- 
holders. 

IMPLICATIONS FOR THE ARTS 

What will these trends mean for the vitality of the performing arts in the future? 
How are they likely to affect the quantity, quality, and availability of the arts, in 
particular? The vision of the future we describe here suggests that the quantity 
of performances will increase in some areas and decrease in others, depending 
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on whether they are live or recorded, and whether they involve the high, folk, or 
popular arts. Professional live performances of the high arts, for example, will 
be increasingly concentrated in big cities and provided by high-budget 
nonprofit organizations that can support the cost of top-echelon performers 
and productions. Touring artists and performing groups will bring the live 
professional arts to audiences in smaller cities and towns that are not able to 
sustain top-level performing arts. 

The recorded and broadcast performing arts should continue to proliferate and 
diversify. Advances in production, recording, and distribution technologies will 
allow Americans to choose among a wider variety of performances and art 
forms than they do today. Although the Internet's ability to produce sustained 
profitability remains to be demonstrated, it is already reaching far-flung audi- 
ences and creating healthy markets for art forms that have previously been un- 
able to attract economically significant demand. In the future, niche arts mar- 
kets may be not only possible, but profitable. 

Americans will also have increasing access to live performances in their own 
communities. Small professional nonprofit and for-profit performing groups 
will be able to build and maintain comparatively small but loyal audiences who 
value their artistry and are willing to participate both as consumers and patrons 
of the arts. Small organizations in the volunteer sector will continue to provide 
low-budget productions of great cultural and artistic diversity performed largely 
by artists who practice their craft as an avocation. 

The effect of future changes on the quality of the arts could be more serious. 
Several trends are likely to make it more difficult for talented actors, composers, 
musicians, and dancers to mature artistically. If the polarization of artistic in- 
comes created by the superstar phenomenon continues to grow and the num- 
ber of both large and midsized arts organizations contracts, young artists will 
have fewer opportunities to gain experience in their field. Moreover, the pres- 
sures on performing arts organizations to earn ever-greater revenues tend to 
produce programming that appeals to mass audiences in both the large non- 
profit and the commercial worlds. As market categories with demonstrated suc- 
cess increasingly govern the selection of what gets performed and recorded, 
innovation is likely to be discouraged. Even the decentralized distribution 
system provided by the Internet poses its own obstacles: With so many artists 
entering the scene, it becomes harder for artists of unusual talent to attract the 
attention of more than a small circle of admirers. 

The effects of change on access to the arts will be mixed, as are the effects on 
quantity. Although live professional performances will decline in some parts of 
the country, community-based performances and recorded products will pro- 
liferate. Access will most likely hinge on future patterns of demand. 
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CONSIDERATIONS FOR POLICY 

How does our analysis of the performing arts help inform discussions of policy? 
The critical issue in arts policy is how current trends affect the broader public 
interest, and this issue has not been given adequate attention by the arts com- 
munity. Developing a policy-analytic capability for the arts today will require a 
new framework that is grounded in an understanding of the public interests 
served by the arts, the roles that government (versus others) could play in pro- 
moting those interests, and the strategies that government at every level has at 
its disposal. 

We conclude by discussing each of these aspects of a policy framework and 
identifying future research areas that would contribute to the development of 
such a framework. Until recently, the policy debate has been too narrowly 
focused on supporting the production and performance of the arts—"supply" 
strategies—rather than stimulating public involvement in the arts—"demand" 
strategies. A new framework that puts the public benefits of the arts at the 
center of the discussion will require approaches designed to increase individual 
exposure, knowledge, and access to the arts. Future research should examine 
how individual tastes for the arts are formed and how the public and private 
benefits of the arts can be identified and measured, so that policymakers can 
explore more diversified and innovative approaches to promoting the arts in 
American society. 
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Chapter One 

INTRODUCTION 

The best of times or the worst of times? Charles Dickens' famous aphorism 
aptly describes the polarization of observers of American arts and culture at the 
dawn of the 21st century. To some, "mid-to-late twentieth century Western 
culture ... will go down in history as a fabulously creative and fertile epoch" in 
which "growth of the market has liberated artists, not only from the patron, but 
also from the potential tyranny of mainstream market taste" (Cowen, 1998, p. 
8). To others, "high art in America is dying" because Americans do not properly 
appreciate "the concept of a culture driven by art and inspiration rather than by 
the cash register" (Brustein, 1992, 1995). At the heart of this debate are pro- 
found differences of opinion about the changes in the arts that have taken place 
over the last two to three decades, particularly the increasing role of the 
marketplace in the delivery of the arts. 

What is the nature of these changes, especially in the performing arts? On one 
hand, there is ample evidence that this is a period of extraordinary growth in 
American arts activity, popular involvement, and international influence. On 
the other, newspapers regularly report that theaters, symphonies, and dance 
groups are struggling financially, unable to attract the audiences and contribu- 
tions they need to meet their costs. How can these stories be reconciled? What 
do the data tell us about key trends: attendance at live performances, consump- 
tion of recorded and broadcast performances, the supply and remuneration of 
artists and performers, funding for the arts, and the financial condition of or- 
ganizations, both nonprofit and for-profit? Are some artistic disciplines and 
forms of arts consumption growing while others are declining? And what do 
these trends suggest about the future of the performing arts? 

The central purpose of this study is to address these questions. Using the data 
and analysis available, we describe the performing arts today with an emphasis 
on the forces of change that are likely to shape the performing arts in the future. 
We look at the entire system of the performing arts—including the nonprofit 
sector, the commercial market, and what we choose to call the volunteer sector, 
by which we mean arts activities that are carried out primarily by avocational 



2      The Performing Arts in a New Era 

and small community-oriented nonprofit groups—in order to identify how ac- 
tivities across the various parts of the system may be related. Such a systems 
approach is an important step in the evolution of the field of cultural policy 
analysis. We must understand the boundaries of the system; the key dimen- 
sions along which it can be described; and the trends affecting public involve- 
ment in the arts, artists, arts organizations, and financing in all parts of the 
system before we can identify and assess alternative policies that might be 
considered in addressing these trends. 

The main difficulty in conducting such an analysis is that the data needed to 
answer such questions with confidence often do not exist. On the commercial 
side, for example, the recording industry releases almost no data on the costs of 
its operations. Nor can we determine what the total annual revenues are from 
recorded music or from music and opera videos. Information on the nonprofit 
arts is much more plentiful, but the data often lack the adequate differentiation 
and systematic collection over time that are needed to analyze artistic products 
and the audiences for different art forms. Because the data are fragmentary and 
incomplete, the literature on the art world suffers from several weaknesses: 
academic studies tend to be narrowly focused on areas where the data are plen- 
tiful; commentary for broader audiences tends to take on larger issues but 
usually provides only anecdotal evidence for support; and the field in general 
lacks a systematic framework for analyzing the data that do exist. 

APPROACH 

In view of these difficulties, we approached our task from the broadest possible 
perspective. We wanted to understand how existing information describes the 
world of the performing arts in the United States, where the gaps in information 
are, and how trends in one part of the performing arts might be influencing 
trends in other parts of the system. 

We began with a literature review that included all datasets on the arts and all 
policy-relevant research studies over the last 20 years—not only about the per- 
forming arts but about the visual arts, literary arts, and media arts as well.1 Ex- 
amining information sources on such a wide range of topics on the arts helped 
us create a framework with which to describe and analyze different parts of the 
performing arts system (see Chapter Two). 

The portrait of the performing arts in this report is largely a work of synthesis. 
Although we did some new empirical analysis of the data and drew conclusions 

■^The data sources and research studies cited in this report are limited to the performing arts. The 
compendium of sources including the performing, visual, literary, and media arts will be released 
separately. 
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from this analysis that are not widely recognized, our main purpose was to sys- 
tematize and synthesize work that has already been done on the arts. Looking 
across artistic disciplines, market sectors, and the different ways performances 
are experienced (live, recorded, broadcast), we have connected many disparate 
pieces of information and analysis. In the process, we looked for common pat- 
terns among distinct studies, links among trends in the data from different 
parts of the system, and relationships between these trends and the broad con- 
text of sociodemographic, economic, and technological change that influence 
individual attitudes toward the arts, the way Americans choose to spend their 
leisure time, and the ways artistic performances are delivered to the public. We 
acknowledge that there is a good deal of intuition and personal judgment in 
such a synthesis. But the breadth of our approach has allowed us to identify 
forces of change in the performing arts that would not have been visible 
through a narrower lens. 

In undertaking this research, we made no initial assumptions about the proper 
role of government in the arts or about the value of one kind of artistic expres- 
sion or experience over another. We have tried to avoid any type of advocacy for 
the arts in order to conduct the kind of impartial empirical analysis that forms 
the basis of sound policy. Our main purpose has been to improve understand- 
ing of the recent changes in the support structure for the performing arts and 
what they may mean for the future of the arts. Although we highlight several is- 
sues that we believe merit future policy consideration, we do not assess specific 
policy options for the arts. 

Our research offers evidence of a fundamental shift in the structure of the live 
performing arts in the future. Specifically, we predict that the number of orga- 
nizations supplying live performances of theater, music, opera, and dance will 
contract at the professional level and expand at the community level. Organiza- 
tions that produce live professional performances face particular problems in 
many small and midsized cities across the country and could become increas- 
ingly concentrated in large metropolitan areas and important regional centers 
that can support high-budget nonprofit organizations with top-echelon per- 
formers and productions. For many Americans, access to this level of perform- 
ing art will depend on touring productions. At the same time, Americans will 
have greater access to small, low-budget productions of great cultural and 
artistic diversity performed largely by amateur artists (and professionals willing 
to perform for little or no pay) in their own communities. Also, as is true today, 
Americans will increasingly choose to experience the performing arts not 
through live performances but through recordings and broadcast media, the 
quality of which will continue to improve. 

This future is far from certain, and some areas of the country may make a sus- 
tained commitment to maintaining their nonprofit cultural institutions. Many 
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smaller and midsized cities, for example, look with understandable civic pride 
upon their local performing-arts organizations as important community assets 
and have increased their financial support accordingly. Nevertheless, taken to- 
gether, the trends discussed in this report point to a growing polarization in the 
delivery of both live and recorded arts into very large and small organizations. 
The implications of such a development for the vitality of the performing arts— 
and for the public good—should become part of the broader discussion of arts 
policy in America. 

ORGANIZATION OF THE REPORT 

The next chapter describes the conceptual framework for our analysis. Chapter 
Three offers a brief history of the way in which the performing arts have been 
provided to the public from the late 19th century to the present, with emphasis 
on the changing role of the marketplace in the arts. The next four chapters pro- 
vide our analysis of the audiences and other consumers of the performing arts 
(Chapter Four), performing artists (Chapter Five), the characteristics of per- 
forming arts organizations (Chapter Six), and the financial situation of those or- 
ganizations (Chapter Seven). Each of these chapters is structured in the same 
way. First, we describe the key concepts that define any inquiry into the subject. 
For example, the chapter on audiences describes the various ways in which 
people become involved in the arts, how that involvement can be measured 
over time, and how changes in those measurements can be interpreted. Sec- 
ond, we describe the kind of data needed to analyze the subject adequately, and 
we assess the quality of the data that exist. Finally, we present our analysis, 
starting with a description of the current state of affairs—such as the sociode- 
mographic characteristics of today's audiences—and moving to a description of 
the main trends over the last 15 to 20 years and what they suggest for the future. 

The final chapter synthesizes these trends, describes their implications for the 
future, and suggests the kinds of questions they pose for public policy in the 
arts. It also identifies where there are major gaps in our understanding of the 
performing arts and suggests corresponding priorities for future research. 



Chapter Two 

CONCEPTUAL FRAMEWORK 

We viewed this study as an opportunity to help build the foundation for policy 
analysis in the arts. Our approach was to follow a familiar sequence of steps re- 
quired for policy analysis: (1) define the population of interest, (2) identify a key 
set of analytical dimensions along which to describe that population, (3) use 
those dimensions to describe the current state of affairs and trends, (4) identify 
the dynamics behind those trends, (5) examine the range of policies that can 
affect those trends, and (6) evaluate the costs and benefits of those policy op- 
tions. The last two activities are commonly recognized as the central tasks of 
policy analysis. They cannot be performed, however, without first defining and 
describing the subject area being analyzed, both as it is now and as it has been 
changing. This task has yet to be accomplished for the arts. 

For that reason, this analysis focuses on the early steps of the process, steps 1 
through 4, and offers a brief discussion of policy implications that arise from 
that analysis (step 5). In this chapter, we describe the first two steps of the pro- 
cess: how we defined the performing arts and the dimensions we used to ana- 
lyze them. 

WHAT ARE THE PERFORMING ARTS? 

The population of interest in this study was the entire system of production and 
consumption of the performing arts. By the performing arts we mean theater, 
music, opera, and dance, from the traditional "high arts" to the popular arts, in- 
cluding live arts performed in all venues and non-live arts through all forms of 
mass media: CDs and other recordings, radio, video, television, and the Inter- 
net. We have excluded the genre of film from our scope.1 

*A related RAND study supported by the Rockefeller Foundation is examining the rise of the media 
arts, including independent film. That work is forthcoming. 
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We refer to the "high," "popular," and "folk" arts in our analysis to describe 
parts of the performing arts market that are relatively distinct. Although we rec- 
ognize that these distinctions are easier to draw in broad strokes than in all 
their details, they do reflect important differences in how the performing arts 
are produced and distributed. The high arts are traditional art forms such as 
ballet and symphonic music. The popular arts consist of art forms such as rock 
and roll music or musical theater that have attracted mass audiences in the 
commercial marketplace. The folk arts range from gospel music to Khmer clas- 
sical dance and represent the traditional art and culture of the diverse ethnic 
communities within the United States. Many live folk arts performances are 
produced by amateur (i.e., unpaid) artists and small nonprofit performing 
groups in the volunteer sector. 

We do not mean to suggest by these terms, however, that certain art forms or 
types of participation are inherently more worthy than others. Although the 
data on amateur activity are scanty and largely anecdotal because it tends to 
take place outside official organizations or in non-arts organizations such as 
schools and churches, such activity represents an extremely important part of 
the performing arts in America today. As the following description of our con- 
ceptual framework suggests, the different environments for the performing 
arts—the nonprofit, commercial, and volunteer sectors—need to be clearly de- 
lineated in order to identify how each is evolving. 

KEY DIMENSIONS OF THE PERFORMING ARTS SYSTEM 

How is such a vast network of related activity to be described? We needed a 
conceptual framework—a kind of multidimensional map—that could provide a 
structure for describing and analyzing all aspects of the performing arts system 
and could help us classify all the information sources on the performing arts 
into a coherent system. One grid on that map, of course, had to be the art form 
itself. The performing arts consist of multiple disciplines, each of which has 
different modes of production and involves different types of organizations. 
Another grid on the map is the one mentioned above: the sector of the economy 
in which the art is performed and produced. The same work of art can be pro- 
duced in different sectors of the market—through nonprofit, commercial, or 
volunteer means—in a variety of forms. The third dimension, which has the 
richest potential for systems analysis, defines the key players in the process of 
creating the art and delivering it to audiences. These are audiences, artists, arts 
organizations, and funders of the arts. All of these dimensions must be analyzed 
to get a full picture of the performing arts system. 
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Art Form 

As illustrated in Figure 2.1, art forms can be classified into four main categories: 
the performing arts, the media arts, the visual arts, and the literary arts.2 Each of 
these is further subdivided. Within the performing arts, for example, we draw 
distinctions among theater, dance, music, and opera. In theory, each of these 
different disciplines can be divided further into a great number of subdisci- 
plines, such as ballet, folk dancing, modern dance, and tap dancing, although 
very little data exist at this level of detail. 

Market Sector 

The second dimension of our framework consists of the three market sectors in 
which the arts are performed and produced: the nonprofit sector, the com- 
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Figure 2.1—Classification of the Arts 

2The subdisciplines illustrated in Figure 2.1 are representative. We do not attempt to list all possible 
subdisciplines for all the major art forms here. Other classification systems are also possible—for 
example, Balfe and Peters (2000) use a different classification scheme that includes design and 
architecture as major categories. 
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mercial sector, and the volunteer sector. The nonprofit sector consists entirely 
of arts organizations that have filed for formal nonprofit status under Section 
501(c)(3) of the Internal Revenue Code. Although these organizations benefit 
greatly from contributions of volunteer and subsidized labor, they also depend 
heavily on philanthropic contributions, or "unearned" income, as well as on 
earnings from ticket receipts and other sources. In contrast to the profits that 
drive commercial organizations, nonprofit institutions are "mission-driven," al- 
though the missions they pursue are diverse. Examples include Arena Stage in 
Washington D.C. and the Los Angeles Philharmonic. 

Commercial organizations pay taxes, rely solely on the market for financial sol- 
vency, and define success in terms of market profitability. While examples 
range from Disney and Atlantic Records to Broadway theater and jazz night- 
clubs, most for-profit performing arts organizations are involved in the produc- 
tion and distribution of recorded artistic products rather than live perfor- 
mances. 

Finally, the volunteer sector encompasses activities carried out by avocational 
groups such as church choirs, folk-art groups, and local rock bands, as well as 
by small nonprofit organizations that may have been formally incorporated as 
tax-exempt organizations.3 In contrast to the nonprofit sector, volunteer sector 
groups rely more on volunteer labor than on monetary contributions to survive; 
they also tend to give more importance to enlisting and encouraging participa- 
tion from particular geographic, ethnic, or cultural communities. In fact, this 
objective is often their primary mission. An example is the Santa Monica Sym- 
phony Orchestra, an organization whose nucleus is made up of volunteer mu- 
sicians. The Santa Monica Symphony does not charge admission to the four 
concerts it presents in the local civic auditorium each season, and its revenues 
averaged less than $100,000 per year during the decade of the 1990s. Its primary 
mission is to serve the residents of Santa Monica and neighboring communi- 
ties. 

Unfortunately, these distinctions among sectors are easier to draw in theory 
than in practice. Both nonprofit organizations and volunteer groups are likely 
to combine earnings, contributions, and volunteer labor to support their oper- 

o 
°As we define it, the "volunteer" sector of the arts includes many of the groups and activities typi- 
cally included in what arts researchers call the "unincorporated" sector, but not all. For example, 
while this category includes groups that are "small and organized informally, with little economic 
interchange" as described in Peters and Cherbo (1998, p.116), it does not include the national arts 
service organizations or arts organizations embedded within larger non-arts nonprofits—both of 
which are sometimes included in definitions of the unincorporated sector (Peters and Cherbo, 
1998; Arthurs and Hodsoll, 1998). More important, our definition of the voluntary sector explicitly 
includes small organizations that are formally tax-exempt but rely primarily on volunteer labor. 
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ations, making it difficult to know where to draw the line between "primarily" 
and "partly" dependent on one revenue source or another. There are also 
"hybrid" organizations that incorporate features of both the commercial and 
nonprofit sectors. For example, nonprofit organizations may set up profit- 
making subsidiaries, or a facility owned by local government may be used by a 
nonprofit organization and run by volunteer labor. There are almost no data at 
all on organizations that file under the umbrella of non-arts nonprofit institu- 
tions, such as university theaters. 

Regardless of how market orientation is defined, it is important to remember 
that any particular art form can be presented in any sector. Classical music, for 
example, is offered in live performances by professional symphony orchestras 
in the nonprofit sector, on CDs produced and sold by commercial firms, and in 
live performances in the volunteer sector. Although the outcomes are all "high 
arts" experiences, they may differ in terms of their quality, accessibility, price, 
and audience. These differences are central to understanding the performing 
arts today. 

Functional Components 

By functional components of the performing arts system, we mean the classes 
of individuals and organizations that serve key functions in the complex pro- 
cess of creating and presenting the arts—artists, audiences, arts organizations, 
and funders. The process starts with the artist's creation of the work to be per- 
formed and ends with the audience's experience of the work. Between the 
artists and their audiences lies a vast array of organizations and individuals that 
perform, present, record, and transmit works of art. Supporting these organiza- 
tions are the individuals, foundations, businesses, and government agencies 
that offer financial support to nonprofit organizations and, in some cases, in- 
vest financially in commercial arts firms. Taken together, all these entities make 
up the performing arts system. 

This classification system is useful because it facilitates analysis of the charac- 
teristics of the performing arts industry that make it similar to and different 
from other industries. Such a breakdown also allows us to examine activities 
that share the same function and therefore to make comparisons across arts 
forms and market sectors. For instance, composers and dancers can be both 
artists and producers of art; for-profit Broadway theaters and nonprofit regional 
theater houses are both groups of presenters; thus their characteristics can be 
validly compared. 

Using this conceptual framework, we are able to compare arts activities within 
art form, market sector, and functional domains over time, and to consider how 
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activities across the various dimensions may be related. For example, to answer 
the question "how has the demand for classical music changed over the past 20 
years?" one might look at box office data for nonprofit symphony orchestras for 
the period 1980 to 2000. Such an approach, however, would miss an important 
feature of the demand for classical music, which often reaches audiences 
through recorded media such as tapes and CDs sold on the commercial market 
or through broadcast media such as radio. Many classical music consumers, af- 
ter all, enjoy their art through all of these media. Understanding cross-disci- 
pline, cross-sector, and cross-function relationships is important for under- 
standing the American arts world at the beginning of the 21st century. Perhaps 
even more critical, it is essential for accurate forecasting of what is to come. Al- 
though we acknowledge that this framework is bound to describe the current 
structure of the arts better than it does the structure that will evolve in the fu- 
ture, it would be difficult to contemplate that future without using the terms 
that best describe the present. 



Chapter Three 

HISTORICAL BACKGROUND 

A brief review of the history of the performing arts in the United States provides 
a useful background for a discussion of more recent trends. This chapter re- 
views the evolution of the performing arts with a special focus on nonprofit or- 
ganizations and the unique institutional funding arrangements that have 
evolved to support them. 

In the 19th century, the performing arts were provided to the American public 
exclusively by commercial or amateur artists and organizations. Unlike Europe 
during this period, there was essentially no government support of the arts and 
very little tradition of upper-class patronage. Most performing arts groups were 
for-profit enterprises managed by individual owners. They made little distinc- 
tion between the high arts and popular arts in terms of either programming or 
audiences and performed to mixed crowds that ranged from the working 
classes to the upper classes. These shows were generally performed in the larger 
urban centers, or by touring companies of musicians and actors in smaller 
cities and towns. Apart from such commercial entertainment, a good deal of 
amateur performance took place in private homes, particularly those of the 
middle and upper classes. Musical literacy among Americans was relatively 
high—especially among cultured young women—and performances for friends 
and family were a popular form of evening entertainment (Butsch, 2000). Folk- 
art performances were generally restricted to amateur artists and organizations 
belonging to specific ethnic communities. 

A NEW MODEL OF ORGANIZATION 

In the first years of the 20th century, however, the commercial touring compa- 
nies began to decline. According to Baumöl and Bowen (1966), there were 327 
theater companies at the turn of the century but fewer than 100 in 1915. By the 
1930s, only a few were left. The agent of this change was the emergence of the 
new medium of movies. Many proprietary live performing arts organizations 

li 
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disappeared in the face of the new technologies—first film, then recorded mu- 
sic, radio, and ultimately television. This development marked the beginning of 
a profound change in the delivery of the performing arts in America. As John 
Kreidler writes, "Whereas broad-based audiences, comprised of both common- 
ers and educated, well-to-do elites had once attended proprietary productions 
of Shakespeare, even in small towns and mining camps across the nation, in the 
twentieth century, the commoners began to gravitate toward the movie houses 
and other new technologies, leaving only the elite to patronize an assortment of 
proprietary high art" (Kreidler, 1996, p. 81). 

The diversion of a large base of customers away from the live proprietary arts 
began the first major transformation of the performing arts world: the division 
of the popular, folk, and high arts that has defined the performing arts in Amer- 
ica for the past 100 years. As new recorded forms of arts and entertainment 
drew audiences away from the live popular arts, the remaining audiences— 
many of whom had a preference for the high arts—had to accept higher prices 
to maintain the supply of the art forms they preferred. These increased prices 
mostly took the form of donations or organizational subsidies rather than user 
fees. The result was a new model of arts organization: the subsidized nonprofit 
organization. As Butsch (2000) and DiMaggio (1986) argue, the expanding elite 
and middle classes also became increasingly unwilling to share their arts expe- 
rience with the "rowdy and disreputable" working classes. The new organiza- 
tional model provided them with a means to distinguish themselves through 
their tastes in art. 

The newly emergent nonprofits were supported initially by patrons among the 
affluent urban elite who were willing to underwrite the establishment of non- 
profit institutions devoted to the high arts. Eventually, however, these organi- 
zations became too expensive for individuals alone to support and evolved into 
organizations run by a board of directors or trustees that provided funding and 
general oversight of the financial health of the institution. By and large, the gov- 
ernment played little role in supporting these organizations or the arts more 
generally. The 1917 adoption of the income tax deduction for individual contri- 
butions to educational, health, and cultural organizations, which would later 
prove a central element of government support for the arts, had little direct im- 
pact for at least another decade (Harris, 1995; Hall, 1987).] The Depression-era 
WPA arts programs, which at their peak employed thousands of artists, repre- 
sent a notable exception to this pattern. But these programs were short-lived 
and motivated primarily by humanitarian concerns for the unemployed. 

^This policy was extended to corporations in 1936. 
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NEW METHODS OF FUNDING 

The next major transformation occurred in the late 1950s as America, the 
world's economic and political leader, began to seek comparable stature in the 
arts. The division of the performing arts world into a live nonprofit high-arts 
sector, a live or recorded commercial popular sector, and a live unincorporated 
folk-arts sector was already firmly established. The live high arts were concen- 
trated in major metropolitan areas where they were produced by a few elite 
institutions that catered to a predominantly affluent white audience. In the late 
1950s, the Ford Foundation, under the guidance of W. McNeil Lowry, its vice 
president for the arts, developed an ambitious scheme for the systematic ad- 
vancement of the entire arts field. Ford's program had three principal goals: (1) 
to financially revitalize the major institutions through leveraged investments 
that required matching support two to four times greater than the amount 
awarded by the Foundation; (2) to increase access to the high arts through the 
establishment of new regional institutions that would disperse the high arts be- 
yond the city of New York and other major metropolitan centers, and (3) to 
professionalize the high arts by establishing conservatories and visual-arts 
schools to generate a skilled labor force for the increasing number of arts orga- 
nizations. 

The concept of leveraged funding as a tactic for recruiting new donors was per- 
haps the most significant innovation in the evolution of the arts infrastructure 
in America, leading to the complex public-private partnerships that character- 
ize the sector today. Before Ford introduced this strategy, very few institutions 
engaged in arts philanthropy. Following Ford's leadership, however, hundreds 
of foundations and corporations became active supporters of the arts. The con- 
cept, which proved enormously successful for the next 30 years, was that the 
initial grant would stimulate an ever-expanding base of funding from individu- 
als and institutional funders that would be able to supply the contributed in- 
come needed by the nonprofit arts economy to survive. 

In 1960, the state of New York took the pioneering step of establishing a State 
Council for the Arts (Netzer, 1978). The National Endowment for the Arts (NEA) 
was conceived at about the same time and was inaugurated in 1965. For the first 
time in U.S. history, the federal government assumed an active role in directly 
supporting the arts. This reversal of the long-standing opposition to public 
support for the arts was triggered by a combination of factors, including a desire 
to demonstrate to the world the value of U.S. culture (as a concomitant to our 
military and economic power), the acceptance of a broader government role in 
supporting social goals more generally, the work of arts advocacy groups that 
lobbied for greater parity with science in the competition for federal support, 
and widespread belief that the arts and culture were important social assets that 
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could not be sustained in the marketplace (Cherbo and Wyszomirski, 2000; 
Urice, 1992; Harris, 1995). Baumöl and Bowen's influential 1966 analysis of the 
performing arts, which argued that the live performing arts could never entirely 
support themselves with earned income, provided an important intellectual 
foundation for both public and private subsidy of the arts. 

Relying on the leveraging strategy initiated by Ford, and motivated by similar 
goals of increasing access, financial viability, and professionalism, the NEA ini- 
tiated a program of direct support for artists and nonprofit arts institutions as 
well as block grants to states. Within 15 years of the formation of the NEA, every 
state had established an arts agency, which in turn spawned more than 3,000 
local arts councils, some of which were organized as units of local government, 
but most of which became private nonprofit organizations. 

GREATER DIVERSITY AND PARTICIPATION 

The transformation of the live performing arts sector—primarily the high arts— 
that was sparked by these developments took several forms: the number, geo- 
graphic dispersion, and diversity of nonprofit organizations increased several 
fold; the amount of financial support for the nonprofit arts increased dramati- 
cally and came from an increasingly diverse array of sources; and the nonprofit 
form became the dominant organizational mode in supplying the live high arts 
to Americans. 

This dramatic increase in the supply of nonprofit arts institutions also sparked 
corresponding increases in arts participation, which were not restricted to at- 
tendance but included a resurgence of amateur "hands-on" participation in all 
of the performing arts (Toffler, 1964). As was true of an earlier era, this surge in 
participation was supported by the social and economic changes under way in 
America: increasing prosperity, rising education levels, expanded leisure time, 
and the arrival of the baby boomers on college campuses were the driving 
forces behind the emergence of a new arts generation. The availability of new 
conservatories and college programs devoted to the development of artists 
swelled the ranks of highly trained creators and performers, some of whom suc- 
ceeded as professionals but many of whom entered other careers and chose to 
pursue their art as a leisure activity. 

This growing market for the high arts, however, continued to come from a 
rather narrow band of society—what Toffler (1964) refers to as the "comfort 
classes." The vast majority of Americans still sought their arts and entertain- 
ment from commercial sources, which continued to flourish by providing a 
growing variety of popular products to expanding national and international 
markets. Indeed, continued technological advances increased the sophistica- 
tion and range of products the commercial sector produced and thus the com- 
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plexity of its delivery system. This expansion in scale and scope increased both 
the costs and the rewards available in the commercial sector (Vogel, 1998). 
Folk-art forms also flourished but continued to be practiced by artists and small 
groups that operated primarily in the volunteer sector. 

A REALIGNMENT IN THE PERFORMING ARTS SYSTEM 

The next major realignment in the support structure for the arts appears to be 
taking place now, as a result of changes that have been occurring over the last 
10 to 15 years. In the past decade, the leveraged funding paradigm has proved 
difficult to sustain. Political controversy has reduced federal funding of the arts. 
The economic recession of the early 1990s also affected private funding pat- 
terns as corporate sponsors moved away from unrestricted grants (Cobb, 1996) 
and foundations became increasingly concerned about the broader benefits of 
their grants (Renz and Lawrence, 1998). Although individual contributions rose 
throughout the 1990s, such growth has institutional costs and may not be sus- 
tainable. 

The stark distinctions that used to exist between the commercial, nonprofit, 
and volunteer sectors (and the implicit superiority of the nonprofit sector) are 
also becoming blurred: organizational "hybrids" straddle both sectors and 
Americans enjoy their arts experiences in many environments both within and 
outside the marketplace. Rather than being viewed as separate and distinct, 
these three sectors are increasingly viewed as different elements of a diversified 
arts environment. Indeed, the different functions these sectors perform are in- 
creasingly considered complementary rather than competitive (DiMaggio, 
1991). Much attention is being paid to collaboration and the transfer of ideas, 
functions, and resources—including artists—across sectors. For example, the 
nonprofit sector is widely perceived as a training ground for artists and a source 
of research and development (R&D) for the commercial sector by providing a 
testbed for new works and new performers. 

The policy concerns of these different sectors, although still distinguishable, 
have also begun to overlap in such areas as copyright, intellectual property, 
trade agreements, and a host of other issues raised by technological develop- 
ments and consolidations within the communications industry. At the same 
time, the public debate on arts policy has shifted away from an exclusive focus 
on public funding for the nonprofit sector and toward a more general concern 
with the public purposes of the arts and how each sector of the performing arts 
world promotes those benefits (American Assembly, 1997). In the process, non- 
profit arts organizations have given greater priority to a broader set of missions, 
including more active public participation in all forms of the performing arts. 
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In keeping with this broader, system-wide perspective toward the arts is a less 
hierarchical view of their value. It is now more commonly assumed that a 
pluralistic democratic society should foster artistic activities that reflect the in- 
terests and aesthetic tastes of the entire population rather than the cultural 
leadership of a particular group. Performing in amateur productions in local 
community settings, for example, is now acknowledged by many to be as im- 
portant a form of participation as attending a top-quality professional perfor- 
mance. 

These changes have their roots in the broad sociodemographic, economic, and 
political forces that are transforming American society today, such as the 
growing diversity of the American population, shifts in cultural consumption 
resulting from changing lifestyles, and a political climate that is promoting 
smaller government and greater emphasis on privatization and market- 
oriented approaches for all types of organizations. How are these trends affect- 
ing the performing arts today? How are changes in demand and funding pat- 
terns affecting arts organizations and with what implications for availability and 
quality of the arts? The analysis we present in the following chapters will help 
answer these questions. 



Chapter Four 

AUDIENCES FOR THE PERFORMING ARTS 

The future of the performing arts will be shaped by many factors, but perhaps 
none is more important than the future structure of demand. As Chapter Three 
noted, the size and shape of the market for the performing arts has changed 
over time—reflecting shifts in demand that are stimulated by technological 
change as well as social, demographic, and economic trends in American soci- 
ety. This chapter focuses on the demand for performing arts today. After a brief 
discussion of concepts used to define and measure demand and the data avail- 
able, we address three questions: (1) What does the demand for the performing 
arts look like now? (2) How has that demand been changing? (3) What issues 
are these changes likely to pose for the future? 

KEY CONCEPTS 

Public involvement in the performing arts takes several different forms. Indi- 
viduals may be involved as producers (at an amateur or professional level), as 
consumers (by attending a live performance or listening or watching a recorded 
performance), and as supporters (by donating time or money to arts organiza- 
tions) (Balfe and Peters, 2000). Although individuals who are involved in one 
form may also be involved in another, demand for the performing arts is typi- 
cally gauged by examining patterns of consumption—which are most fre- 
quently measured in terms of participation in the performing arts. 

Despite the fact that consumption of the performing arts is sometimes equated 
with attending a performance, people can in fact experience the performing 
arts in several different ways. Some people may be directly involved in a 
"hands-on" way by playing an instrument or singing in a choir.1 For others, 
consumption means attending a live performance. Still others listen to a 

*We classify "hands-on" involvement here as a form of consumption rather than of production to 
distinguish between those who play an instrument as a hobby and those who perform in public 
whether on a paid or volunteer basis. 

17 
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recording or watch a play on television. These different forms of involvement 
are important because the empirical literature demonstrates that the level of 
demand for the performing arts differs, often dramatically, depending upon the 
art form and how individuals choose to experience it. Indeed, consumption of 
the performing arts through the media is more prevalent than attendance at live 
performances, and many more people participate through their attendance 
than by engaging in the arts in a hands-on manner (NEA, 1998a; Americans for 
the Arts, 1996). 

The empirical literature on the performing arts routinely describes demand 
patterns in terms of three different elements: the level of participation, the 
characteristics of participants, and the factors that influence participation. 

Levels of Participation 

Three different metrics are used to measure levels of participation: 

• absolute level of consumption, typically measured in terms of the total 
amount of participation, e.g., total attendance levels 

• rate of participation during a given period, typically reported as a percent- 
age of the population (or subpopulations) who participate 

• frequency of participation among those who actually participate, such as 
the average number of performances attended in the last year. 

These different measures are related because changes in the overall level of 
consumption can be expressed as the product of the number of participants 
and the average frequency of participation. Moreover, changes in the number 
of participants, when expressed as a participation rate, may be due either to a 
change in behavior (a higher participation rate) or to a change in the size or 
composition of the population. 

In fact, changes in total consumption levels may be due to any one of four dif- 
ferent factors: changes in the size of the population, changes in the composition 
of the population, changes in the rate of participation among specific sub- 
groups of the population, and changes in the frequency of participation for a 
subgroup. Understanding these distinctions is important because the conclu- 
sions one draws about how and why consumption patterns may be changing 
will differ depending upon the mechanism that is driving the change. 

Changes due to growth in the size or composition of the population do not rep- 
resent behavioral change but are by-products of broader population shifts. But 
changes due to participation rates indicate that the fraction of the population 
participating in the arts has itself changed. Changes due to increasing fre- 
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quency of participation suggest not that more people have become involved in 
the arts but that current participants have changed their behavior. Because all 
these factors are likely to come into play, it is useful to understand these dis- 
tinctions when attempting to understand changes in participation patterns. 

Characteristics of Participants 

In addition to understanding how levels of demand vary across forms of partic- 
ipation and discipline, it is also important to identify the sociodemographic and 
other characteristics associated with participation. Historically, education has 
proven to be the single best predictor of participation in the high arts, but 
studies have demonstrated that a variety of other attributes are also correlated 
with arts involvement (McCarthy et al, 2001). 

Factors That Influence Participation 

Finally, a number of factors influence patterns of demand in the aggregate. Al- 
though most empirical studies focus on who participates rather than why they 
participate, the following factors have been used to explain changes in partici- 
pation patterns: 

• sociodemographic changes, e.g., changes in the size and composition of the 
population 

• changes in tastes, e.g., preferences for the arts and art forms 

• changes in such practical considerations as the supply of artistic events and 
products, their cost, the availability of leisure time, income levels, and dis- 
semination of information about the arts 

• changes in the stock of individual experience with the arts (arts education, 
prior experience, knowledge). 

SOURCES OF DATA 

Two principal types of empirical data can be used to describe patterns of de- 
mand in the performing arts: survey data collected from representative samples 
of the population and aggregate attendance data on arts consumption based on 
administrative records. Survey data are collected in individual interviews and 
typically include information on the extent and types of individual involvement 
as well as on the social and economic characteristics of the individuals who are 
surveyed. The two major sources of these data are the Survey of Public Partici- 
pation in the Arts (SPPA) sponsored by the National Endowment for the Arts 
(NEA, 1998a) and the Harris poll surveys conducted for Americans for the Arts 
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(Americans for the Arts, 1996). Each of these surveys has been conducted at 
more or less regular intervals and can be used to describe how participation 
patterns have been changing over time. 

However, there are problems in estimating levels of participation using these 
data. Differences in questionnaire wording between the SPPA and Harris data, 
for example, limit the comparability of estimates between these two sources 
(Tepper, 1998, Robinson, 1989).2 Moreover, because neither survey identifies 
the sector in which individuals participate, it is impossible to estimate directly 
how participation rates vary among the commercial, nonprofit, and volunteer 
sectors. Finally, changes in survey methods and a much higher refusal rate in 
the most recent SPPA make it difficult to compare the estimates based on the 
most recent data with those from earlier surveys (NEA, 1998a). 

Administrative data collected by the national arts service organizations (NSOs) 
provide another source of data on consumption patterns. These data, typically 
collected on an annual basis, contain aggregate attendance figures for specific 
art forms and can be used to monitor how attendance patterns for specific dis- 
ciplines change over time. Moreover, because membership in specific service 
agencies tends to be sector specific,3 these data can be used to estimate atten- 
dance separately for the commercial and nonprofit sectors—although generally 
not for the volunteer sector. 

However, there are several difficulties with these administrative data. First, they 
are not generally publicly available. Second, the classifications used to present 
them often change, making it difficult to analyze trends over time and across 
disciplines. Finally, because the data are provided on a voluntary basis by indi- 
vidual arts organizations, the number of organizations reporting often changes. 
Thus, it is impossible to distinguish whether changes in the aggregate atten- 
dance data are a result of changes in the number of organizations reporting or 
changes in total attendance patterns. 

CURRENT PATTERNS OF DEMAND 

Levels of Participation 

As the historical review suggested, the performing arts are a popular leisure- 
time activity in America. According to the most recent survey of arts participa- 
tion, about 42 percent of all Americans attended a performance in one of the 

2The Harris polls, for example, ask whether individuals have ever participated in the arts, whereas 
the SPPA asks about participation in the last year. In addition, the Harris data make no distinction 
between levels of participation, whereas the SPPA data do. 
3That is, commercial and nonprofit organizations generally belong to different service agencies. 
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seven performing arts in the preceding year (see Table 4.1).4 This figure is 
slightly more than the proportion of the population who visited an art museum 
but considerably lower than those who read literature during this period. It is 
also well below the participation rate in more popular entertainment forms 
such as watching television, which is virtually universal, or attending films. In- 
volvement in the performing arts also compares favorably with other leisure- 
time activities such as attending sporting events and camping, but is less popu- 
lar than gardening and exercising. 

At least in part, this comparison suggests that the popularity of these various 
activities is directly related to the degree to which they take place at a fixed time 
and place. Thus, television viewing—which is ideally suited to filling small bits 
of time, can be done simultaneously with other activities, and is available 24 
hours a day—is not only universal but, in fact, consumes about three hours of 
every American's day (Robinson and Godbey, 1997). Similarly, activities like 
reading, exercising, and gardening, which individuals can fit into their sched- 
ules more or less when they choose, are more popular than those activities, 
such as attending a performing arts event, which are generally available only at 
a specific time and place. 

How do these patterns of arts participation vary across the different sectors in 
which the arts are presented? Unfortunately, the SPPA data do not distinguish 
among consumption in the commercial, nonprofit, and volunteer sectors. 

Table 4.1 

Annual Participation Rates for Various Leisure-Time Activities 

Participation Rate 
Activity (percent) Frequency/year 

Arts-related 
Attended live performance 42.2 5.4 
Visited art museum 34.9 3.3 
Read literature 63.1 N/A 

Popular entertainment 
Watched any TV 96.0 3 hr/day 
Went to movie 65.5 9 

Other leisure 
Went to sporting event 41.2 7 
Exercised 75.7 N/A 
Gardened 65.4 N/A 
Camped, hiked, canoed 44.3 N/A 

SOURCE: 1997 SPPA. 

N/A = Not applicable. 

4The seven performing arts are jazz, classical music, opera, musicals, non-musical plays, ballet, and 
other dance (NEA, 1998a). 



22    The Performing Arts in a New Era 

However, as we will demonstrate in Chapter Six, with the exception of theater, 
the live performing arts are principally distributed in the nonprofit sector, 
whereas the reproduced arts are principally distributed through the commer- 
cial sector. Moreover, hands-on involvement in the arts at an amateur level 
principally takes place in the volunteer sector. Thus, sorting the reported levels 
of participation in the SPPA by form of involvement may be suggestive as to the 
levels of public participation by sector. 

In this context, it is interesting to note that the 42 percent attendance rate in 
Table 4.1 compares with a participation rate of 78 percent of the population 
who listened or watched one of the seven performing arts in recorded form and 
the 67 percent personal or hands-on participation rate.5 Moreover, the very 
high participation rates for television viewing and going to movies reflect the 
fact that the commercial performing-arts market is substantially larger than the 
nonprofit high-arts market. 

Patterns of consumption of the performing arts vary not only by form of partic- 
ipation but also by discipline. Indeed, as Figure 4.1 indicates, participation rates 
(in whatever form) are lowest for opera and ballet, intermediate for classical 
music and jazz, and highest for theater and musicals. It is also interesting to 
note here that although participation rates for the performing arts as a whole 
exceed those for the visual arts, the participation rates for the visual arts for all 
types of involvement are higher than those for any single one of the performing 
arts. 

Who Participates? 

Education is by far the most powerful predictor of participation in the perform- 
ing arts. Individuals with higher levels of education—especially college and 
graduate degrees—have much higher participation rates than others. This is 
true for each of the different forms of participation (see Figure 4.2) .6 The influ- 
ence of education on participation, however, is not equal across all forms of 
participation. It is most pronounced among those who participate by attending 
the performing arts, somewhat less evident among those who participate 
through the media, and least pronounced among those who "do" art. 

It is not entirely clear what drives this education effect. More highly educated 
individuals are more likely than others to have been exposed to the arts by 

5The rate of personal participation is not limited to the performing arts but also includes such activ- 
ities as writing, painting, sewing, etc. Thus, it is not directly comparable with the attendance and 
media rates. All three of these rates are based on 1997 SPPA data (NFA, 1998a). 

"The effects of education on participation can also be observed across all disciplines (NEA, 1998a; 
Deveaux, 1994; Holak et al., 1986; Keegan, 1987; Lemmons, 1966). 
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Figure 4.1—Rates of Participation in the Arts, by Discipline 

family members during their childhood and to have taken courses in the arts 
during their schooling. This early exposure to the arts is important because fa- 
miliarity and knowledge of the arts are directly related to participation rates 
(Orend and Keegan, 1996), as they are to most other types of leisure activity 
(Kelly and Freysinger, 2000). Indeed, Orend and Keegan find that arts apprecia- 
tion classes taken during college have an even stronger effect on subsequent 
participation than those taken earlier. Education also helps individuals develop 
skill in dealing with the abstract—a skill that is useful for appreciating the arts 
(Toffler, 1964).7 

However, because education seems to be more closely correlated with atten- 
dance than other forms of participation and attendance is the most social form 
of arts participation, more highly educated people may be more interested in 
the social dimensions of participation than are others. This correlation may 

7Another possible explanation for this education effect is that it is really a by-product of the higher 
incomes associated with higher education levels because participation rates also tend to increase 
with income. However, studies indicate that after controlling for education, the association be- 
tween participation and income is substantially reduced, indicating that education rather than in- 
come is the more important factor (Robinson et al., 1985; Robinson, 1993). 
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Figure 4.2—Education as a Correlate of Attendance 

reflect a greater concern with the prestige attached to the arts or the 
documented tendency of the better educated to join a variety of associations of 
like-minded individuals—in this case, arts appreciators (Putnam, 2000). 

The findings for other socioeconomic factors are more ambiguous. While gen- 
der (more women than men participate) and age also matter, they are less im- 
portant than education. The effects of age, unlike education, appear to be most 
pronounced for hands-on participation, which is much more prevalent at 
younger ages (Peters and Cherbo, 1996). But rates of attendance and participa- 
tion through the media do not vary significantly with age, after controlling for 
other factors—except for those over age 65. Other factors (e.g., marital status, 
political ideology, religion, income, and race) are generally not important after 
controlling for education. 

In addition to sociodemographic variables, the literature also examines the re- 
lationship between participation and other background factors such as arts ed- 
ucation and exposure to the arts as a child (Bergonzi and Smith, 1996; Orend 
and Keegan, 1996). These factors have been shown to be strongly associated 
with increases in attendance at live performances and in listening or watching 
recorded performances, and in the frequency with which individuals are in- 
volved in both of these activities. Moreover, these effects appear to hold even 
after controlling for levels of education. Indeed, Orend and Keegan suggest that 
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the effects of arts socialization (in the form of both arts education classes and 
more general exposure to the arts) are particularly important in explaining 
differences in participation rates among the less well educated. 

Finally, studies of the frequency with which the population participates in the 
performing arts suggest that the distribution of participation is highly skewed: A 
relatively small percentage of total attendees account for the vast majority of all 
visits. Indeed, those involved with the arts can generally be sorted into three 
categories: those who rarely, if ever, attend; those who infrequently attend; and 
those who are frequent attenders.8 

The literature offers two slightly different explanations for this phenomenon. 
The economics literature, for example, suggests that the more knowledgeable 
people are about the arts, the more likely they are to participate, because they 
gain more satisfaction from a given level of consumption than do people who 
are less knowledgeable (Stigler and Becker, 1977). The leisure literature, on the 
other hand, tends to view this phenomenon more in psychological terms: A 
small fraction of the participants in leisure activities become serious 
"amateurs" for whom the activity becomes an end in itself (Stebbins, 1992). As 
Kelly and Freysinger (2000) point out, this phenomenon is common to a wide 
range of leisure activities in which there is a progression in commitment to the 
activity. In either case, this phenomenon helps to explain why the term 
"addiction" is sometimes used to describe the attraction of art lovers to the arts. 

Why Do They Participate? 

To understand the motivations for participation, three questions must be ad- 
dressed. Why do people participate in the arts (rather than other leisure activi- 
ties)? Why do they choose to become involved in different ways (doing, attend- 
ing, or through the media)? And why do they choose specific art forms or 
disciplines? Each of these questions addresses a different aspect of demand. 
The first relates to the overall level of demand and the others refer to the ways 
that demand is distributed by form of participation (and thus sector) and 
discipline. Although a substantial literature addresses the first question, the 
latter two questions are rarely addressed. 

By and large, studies of participants' motivations focus on the reasons individ- 
uals give for their decisions to attend or not attend performances (Ford, 1974; 
NEA, 1998a; Robinson, 1993). These studies highlight a variety of practical and 

°The most comprehensive analysis of this phenomenon was conducted by Schuster (1991) for mu- 
seum attendance. However, it has also been noted by Robinson et al. (1985) and Robinson (1993) 
for the performing arts. Orend and Keegan (1996) report a similar distinction in their comparisons 
of both attendance and participation through the media. 
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contextual factors—e.g., costs, availability, information, scheduling—that drive 
individual decisions but do not really explain why, in the aggregate, levels of 
demand change. Studies seeking to explain shifts in the overall level of demand, 
on the other hand, focus on factors that drive demand at the aggregate level. 
Four sets of factors, in particular, have been used to explain changes in overall 
demand: changes in the size and composition of the population; changes in 
peoples' taste for the arts; changes in practical factors such as availability, 
income, prices, and time that affect individuals' ability to pursue their 
preferences for the arts; and changes in the stock of knowledge about the arts. 
Such factors have been shown to affect participation in expected ways. For 
example, arts participation should increase as the population grows, as 
education levels increase, as the arts become more available or less expensive 
relative to alternative leisure pursuits, and as more people have exposure to the 
arts as children or in school. 

Understanding the dynamic behind changes in tastes is less straightforward be- 
cause it relates to a question that is not typically addressed in the literature: 
What are the underlying determinants of individual tastes? Individuals' prefer- 
ences for the arts are typically assumed to be a function of their characteristics, 
such as education and income. Thus, changes in tastes are typically attributed 
to shifts in the composition of the population. 

Even if we could predict the aggregate level of demand for the performing arts, 
however, we would not necessarily know how that demand will be distributed 
across sectors or particular art forms. To answer these questions we need to 
know why individuals choose to participate in the arts in different ways—an is- 
sue that has not been given much attention in the literature. 

In considering the ways in which individuals choose to participate (and thus 
demand by market sector), Kelly and Freysinger (2000) have suggested that it 
may be useful to consider two different dimensions of individuals' choices: Are 
participants seeking entertainment or fulfillment? Do they prefer to participate 
alone or with others? Although this framework has not been subject to empiri- 
cal testing, it suggests that combining these two dimensions can provide a 
framework for distinguishing among different types of art consumers (see Fig- 
ure 4.3). Among those who are primarily seeking entertainment, individuals 
who are self-focused will be inclined to participate through the media, while 
those who are looking for a social experience will be casual attendees. For those 
primarily seeking enrichment, the self-focused participants will be inclined to 
hands-on participation, while those preferring to participate in groups will be 
"aficionado attendees." 

Consumers falling into a particular cell of this classification scheme are not 
precluded from participating in the arts in other ways, since consumers whose 
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Figure 4.3—Explaining Participation Preferences 

primary mode of participation is through the media may also attend live 
performances, as will those who "do" art. Moreover, regardless of how they 
choose to participate, individuals may choose from a wide variety of art forms, 
including both the high and the popular arts. This schema not only recognizes 
that the motivations for participating in the arts differ but, by recognizing that 
these motivations will influence the form that participation takes, provides a 
useful device for segmenting that demand. Participation through the media or 
recorded arts, for example, not only is the most popular form of participation, it 
is also most likely to occur in the commercial sector where the recorded arts are 
most likely to be distributed. Participation by doing, on the other hand, is more 
likely to occur in the volunteer sector. 

The market for the live performing arts, which are typically produced in the 
nonprofit sector, consists of two distinct groups of consumers: those who are 
casual attendees and those who are aficionados, or enthusiastic fans of the arts. 
The former differ from the latter not only in their motivations but also in their 
numbers, their knowledge of the arts, and, in all probability, their tastes. The 
aficionados are the frequent attendees discussed above: a small and select 
group who are likely to be knowledgeable and interested in a diverse array of 
content and the aesthetics of the art experience. In contrast, the casual 
attendees are likely to be far more numerous, less interested in the art form per 
se, and more likely to be attracted to more traditional fare. By identifying how 
motivations affect the structure of demand, this schema provides a basis for 
suggesting why these patterns may change in the future. 

Very little is known about why arts participants choose one art form over an- 
other. The literature on individual motivations indicates that interest in the 
material programmed is a relatively important factor in the decision to attend 
specific performances (Ford Foundation, 1974), but this fact does not explain 
why individuals prefer one art form to another. An individual's ability to tailor 
his or her participation according to his or her own schedule and tastes, as we 
suggested above, may also play a role. The fact that attendance at art museums 
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is greater than attendance at any of the performing arts may in part be due to 
this phenomenon. How relevant the programmed material is to the participant 
is also likely to play a role, but this connection has not been researched. 

KEYTRENDS 

More Attendees but Stable Rates of Attendance 

Despite the fact that total attendance at live performances has been increasing, 
rates of attendance (the percentage of the population attending performances) 
have mostly been stable. The most recent SPPA data indicate, for example, that 
total attendance at live performances increased 4-16 percent between 1982 
and 1997 (see Figure 4.4).9 This increase is evident among all the live 
performing arts—although the extent of the increase differs. The vast majority 
of the increase occurred between 1992 and 1997. However, changes in survey 
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Figure 4.4—Gains in Attendance by Discipline, 1982-1997 

°The estimates reported in this section are based on SPPA surveys. Participation is defined as "(1) 
attending a performance or visiting an art museum or gallery (attendance); (2) listening or watching 
an arts performance or program on radio, television, video cassette or disk, phonograph record, 
tape recording, compact disk, or personal computer (participation via media); (3) performing art for 
oneself or in public or creating a work of art for oneself or for exhibition to the public (personal par- 
ticipation)." The attendance figures exclude elementary, middle, or high school performances. Re- 
spondents supply their own definitions of art and artistic disciplines (NEA, 1998a, p. 12). 
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procedures and a much higher refusal rate in the 1997 survey cast the size of 
this increase into doubt—it is not clear how much of this increase is a result of 
changed survey procedures and how much represents true behavioral change 
(NEA, 1998a).10 

Moreover, as we noted in the introduction to this chapter, increases in total at- 
tendance levels may be due to any one of four factors: changes in the size and 
composition of the population, changes in rate of participation, and changes in 
the frequency of attendance among participants. Unfortunately, the frequency 
data from the 1997 SPPA survey are not directly comparable with earlier data, so 
we cannot determine how much of the change in total attendance results from 
changes in the frequency with which participants attended the live performing 
arts. 

We can, however, identify the effects of population growth and increasing edu- 
cation levels on total attendance.11 As Figure 4.5 indicates, most of the increase 
in attendance between 1982 and 1997 was the result of population growth and 
increasing education levels—not an increase in the rate at which people partic- 
ipate in the arts. Indeed, between 1982 and 1992, attendance ratios actually 
went down for all six of the disciplines examined.12 Thus, although total atten- 
dance has been rising, the rate of attendance at live performances has mostly 
been stable. If these trends continue, slower population growth and shifts in the 
composition of the population (both of which can be expected) could eventu- 
ally produce a drop in total attendance. 

Increases in the supply and geographic availability of the live performing arts 
have also played a role in the absolute increase in attendance levels. As noted in 
the prior section, the resurgence in the live performing arts initially triggered by 
the Ford Foundation's investment in the arts produced a dramatic increase in 
the number and geographic dispersion of live arts performances.13 

10Of these two factors, the increase in the refusal rate is probably the most important. The earlier 
SPPA surveys were administered as a supplement to a Crime Victimization Survey and this appears 
to have elicited the cooperation of a broader cross-section of respondents, whereas the 1997 survey 
was administered as a separate instrument and, as a result, appears to have resulted in a higher re- 
sponse rate by individuals who were arts participants. 
1 ^n other words, changes in total attendance levels can be disaggregated into changes in the size of 
the total population, changes in the proportion of the population in particular educational cate- 
gories, and changes in the attendance rates within each of these educational categories. 
12That is, the changes in total arts attendance between 1982 and 1992 were due exclusively to 
population growth and increasing education levels; the rates at which different education groups 
attended declined during this period. 
13The increase in the geographic distribution of the live performing arts is documented in NEA 
(1998a). The increase in the number of performances is discussed in general terms in Kreidler 
(1996). In addition, data reported by the various arts service organizations indicate that between 
1985 and 1995, the number of symphonic performances, for example, increased by 50 percent. 
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Figure 4.5—Composition of Change in Attendance by Discipline, 1982-1997 

Why this increase in availability was not matched by a corresponding increase 
in attendance rates is not altogether clear. Among the potential contributing 
factors are increasing competition from other leisure activities, increasing ticket 
prices, and changing leisure patterns, as we discuss later in this section. 

Another possible factor, which has not been adequately researched, is arts edu- 
cation. As we have already noted, arts education seems to play a crucial role in 
creating audiences for the arts. However, we have very little good information 
on patterns of arts education and how they may have been changing. Arts edu- 
cation, for example, may take several different forms depending upon the pur- 
pose and level of the instruction. Although a good deal of artistic instruction 
takes place in private lessons outside school, many elementary and secondary 
schools provide music, dancing, and acting lessons as a way of introducing stu- 
dents to the arts. Some of those who take these lessons later pursue additional 
training at higher levels on a vocational or avocational basis. In addition, many 
schools and institutions of higher learning offer arts appreciation courses, and 
some educational institutions train arts teachers. Although the SPPA (and other 
participation surveys) provides information on individuals' arts education 
experiences, very little systematic research appears to have been done on the 
suppliers of arts education beyond studies of arts education in the primary and 
secondary schools. The evidence that does exist suggests that although the fre- 
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quency of arts education in the schools may have increased slightly between 
1962 and 1989, the amount of class time devoted to it has actually declined 
(Leonhard, 1991). It is also clear that school-based arts education programs are 
much more prevalent for music and the visual arts than they are for theater or 
dance—a factor that may contribute to the differential popularity of these art 
forms. We also know that arts education programs are much more prevalent in 
large schools than small schools. Unfortunately, we have no comprehensive 
data on what has been happening to such programs since 1990. 

Growing Participation Through the Media 

In contrast to the stability of attendance rates, participation through the media 
has been increasing dramatically in practically every discipline. Figure 4.6 
shows the percentage point difference in media and live attendance rates in 
1982, 1992, and 1997. To take the example of classical music, the figure shows 
that in 1982 participation through the media was 7 percentage points higher 
than attendance rates; by 1997 that gap was over 25 percent—an increase of 
nearly 20 percentage points. In all cases, media consumption has increased in 
the 1992-1997 period. Although the trend from 1982 to 1992 is more ambigu- 
ous, it still tends to favor media participation. 
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Figure 4.6—Growth of Participation in the Arts Through the Media, 1982-1997 
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Besides the obvious explanation that the quality of electronically reproduced 
substitutes for the performing arts has increased dramatically, we can also ex- 
plain this trend as a function of the rising relative price of attending a live per- 
formance. Two factors drive this price. The first is the direct cost of attending, 
e.g., ticket prices, transportation, and childcare. From 1980 to 1995, the real 
price of entertainment services rose 28 percent more than did the Consumer 
Price Index. The second is the opportunity cost of attending the live performing 
arts, which is a time-intensive activity. 

The opportunity costs of attending live performances might be greater than 
watching or listening to the same program through the media for three reasons. 
First, attending a live event typically includes preparation and travel time that a 
recorded performance does not. Second, individuals can often choose to expe- 
rience a recorded performance in more than one sitting. Finally, and probably 
more important, unlike a live performance which takes place at a specific time 
and place, individuals can often choose when and where they want to experi- 
ence a recorded performance. 

Of course, a central question about the growing popularity of participation 
through the media is the degree to which individuals view recorded and live 
performances as substitutes. Certainly, many arts enthusiasts maintain that 
they are not comparable experiences despite improvements in recording tech- 
nology. Moreover, as we suggested above, watching or listening to a recorded 
performance at home lacks the social dimension that motivates many individ- 
uals to attend live performances. Unfortunately, without a better understanding 
of why individuals choose to participate in the arts in one form rather than an- 
other, we cannot really answer that question. 

We do know, however, that there is much less crossover among forms of partic- 
ipation than we might expect. Crossover effects in arts participation could come 
about in one of two ways: (1) a person who takes part in the arts through one 
form of participation may be more inclined to take part through another form— 
e.g., if he participates through the media (say, watches a program on television), 
he may be more apt to attend a live arts performance; and (2) a person who 
participates in a particular type of art may be more inclined to participate in 
another—e.g., if she attends live symphony performances, she may be more 
likely to attend musicals. In a major study of crossover effects in the arts, Love 
(1995) argues that crossover effects are more the exception than the rule— 
suggesting that these different forms of participation appeal to different 
audiences.14 

14It should be noted, however, that the structure of these comparisons may have influenced this 
result. Love compared the percentage of people who participated in the more frequent activity 
(participation through the media) with those who also attended live performances and found a low 
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Consumer Desire for Greater Flexibility 

The two prior trends are symptomatic of a third: Americans appear to be plac- 
ing an increasing premium on flexibility in their consumption of the arts. That 
is, they will tend to favor art forms and modes of participation that allow them 
to determine what they consume, when they consume it, and how they con- 
sume it—sometimes referred to as "consumption by appointment." Thus, me- 
dia consumption may well dominate attendance because it is more amenable 
to the individual's schedule. Similarly, art forms that allow individuals to decide 
exactly what and how much they consume will be more popular than those that 
do not. This point is consistent with trends in live attendance from 1982 to 1997 
in different disciplines. The rate of growth of art museum attendance, for ex- 
ample, has outstripped that of all the performing arts throughout this period. 

A major reason for this pattern may well be the changing availability of leisure 
time in American society. Although the growth in leisure time that Americans 
enjoyed for much of the 20th century has reversed for some segments of the 
population, it is unclear whether this is true for Americans in general. Robinson 
and Godbey (1997), for example, argue that with a few notable exceptions, 
Americans have at least as much leisure time as in the past. Schor (1991) argues 
the reverse. Most observers agree, however, that as a result of irregular working 
schedules the structure of free time has become increasingly fragmented— 
especially for the more highly educated who are the heaviest consumers of the 
arts. The perception of reduced leisure time and the increasingly home- 
centered focus of leisure activities have no doubt increased the competition 
that live performances face from other leisure-time pursuits (Putnam, 2000). 

FUTURE ISSUES 

The key question for the future is how demand will change, both in the aggre- 
gate and in terms of the different market segments we identified above. 

Demographic Changes 

Improvements in education levels that have marked the past 30 years can be 
expected to continue, although in all likelihood at a slower rate. This trend 
bodes well for the performing arts. The aging of the population associated with 
the maturation of the baby boomers may also play a role in influencing future 

correlation. The results might have been somewhat different had he focused on the percentage of 
people in the less frequent activity (attending live performances) who also participated through the 
media. 
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patterns of demand, but its effects are less clear. Age can affect participation 
patterns in two ways. First, participation patterns change as people get older. 
Age matters most for direct or hands-on participation, in which younger adults 
are substantially more likely to participate than others (Peters and Cherbo, 
1996). Its effects on participation through the media and attendance at live per- 
formances are not particularly pronounced until after 65, when all forms of 
participation drop markedly. 

Second, behavior changes not only as people age but as they are replaced in the 
population by younger cohorts. Some studies suggest that the rate of arts 
participation among the later cohorts of the baby boom is substantially lower 
than that of their parents (Peterson et al., 1999). If this pattern persists as these 
cohorts approach middle age, it may not bode well for future participation in 
the performing arts. A second cohort effect relates to the ways in which the 
population will participate in the arts. Today's youth, for example, are much 
more comfortable with computers, VCRs, and other technologies than are their 
parents. When they reach the prime arts-consumption years, they will be more 
likely than their predecessors to rely on the media and Web-based entertain- 
ment. 

A third demographic change that we can expect will occur in the ethnic com- 
position of the population. Currently, close to 40 percent of America's total 
population growth is attributable to immigration (McCarthy and Vernez, 1996). 
If this trend continues, as we anticipate, it will increase the ethnic diversifica- 
tion of the population. And although ethnicity is only one factor influencing 
artistic tastes, increasing ethnic diversification could spur demand for a greater 
variety of art forms and styles by expanding existing markets and exposing the 
wider population to a greater variety of artistic styles, just as it has diversified 
American cuisine. 

Economic Changes 

In addition to these demographic changes, rising income levels and changing 
leisure patterns can also be expected to affect the demand for the performing 
arts. Dramatic increases in women's labor force participation and education 
levels, combined with recent improvements in productivity, have produced a 
sustained rise in Americans' disposable incomes. Ordinarily, one would expect 
higher incomes to spur demand for art since rising incomes enable participants 
to spend more on the arts. The net effects of rising incomes may, however, be 
partly offset by the fact that as wage rates increase, people's time becomes more 
valuable and they tend to become more sensitive to how their leisure activities 
fit with their schedules and their available free time. This effect, referred to as 
the opportunity costs of rising incomes, may well have less influence on overall 
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demand than on how individuals choose to participate in the arts. The rising 
opportunity cost of time is likely to intensify the preference for flexible activities 
that can be tailored to individual schedules and tastes. This phenomenon 
would appear to favor consumption through the media rather than attendance. 
Indeed, if Americans' leisure time continues to shrink and become more frag- 
mented, this trend will intensify. 

The Role of Technology 

Technology will also play a role in shaping future demand for the arts. Contin- 
ued advances in e-commerce and digital technology seem likely to affect future 
demand in two ways. First, they will allow individuals to increasingly personal- 
ize their consumption so that they can experience the kinds of art they want, 
when they want, and where they want. This may well mean a more individual- 
ized and self-focused approach to arts consumption, and therefore an increase 
in demand for niche markets. Indeed, the Internet and various forms of e- 
commerce will facilitate consumption tailored to individual tastes by promot- 
ing direct interchange both between artists and consumers (thus reducing de- 
pendence upon traditional retailers and live performing arts venues) and 
among consumers who share an interest in specialized forms of art. The net ef- 
fect of these developments will be that the market for new products and types 
of art will be increasingly freed from the geographic constraints imposed by the 
need for market thresholds sufficient to support production and distribution. 

In addition, continued technological advances seem certain to promote in- 
creases in arts participation both through the media and by direct involvement 
in creating art. The former effect will be spurred by improvements in reproduc- 
tion and transmission technologies that reduce the aesthetic disadvantages of 
non-live performances. The latter effect could be driven by new technologies 
that provide new ways, such as new media art forms, for individuals to create 
art themselves. 

How these changes will affect the demand for the live performing arts is not al- 
together clear and may well depend upon the degree to which aesthetic versus 
social factors drive future demand, and the extent to which the public views 
recorded and live performances as substitutes. To the extent that audiences for 
live performances are dominated by casual attendees who are seeking social 
interaction with others interested in the arts, demand for the live performing 
arts may hold up well. However, if the above factors drive demand, the market 
for new and innovative work could well decline. 

In sum, the future could promise an increase in demand for the performing 
arts. But that increase will not necessarily be felt evenly across forms of partici- 
pation, sectors, or disciplines. A combination of social, economic, and techno- 
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logical changes could well bring more benefit to consumption through the me- 
dia and direct involvement in the creative process. Moreover, these changes 
seem likely to facilitate the development of a variety of niche and specialized 
markets as individuals have the incentive and the means to tailor their con- 
sumption to their individual tastes, regardless of where they live or what is 
available in their local markets. 



Chapter Five 

ARTISTS: CREATORS AND PERFORMERS 

In the performing arts, artists are either creators of works of art—such as com- 
posers, playwrights, and choreographers—or performers—such as musicians, 
conductors, actors, and directors. Sometimes they are both. Although they are 
at the core of the performing arts, artists are difficult to classify. For example, 
we don't know exactly how to distinguish professional artists from those who 
pursue the performing arts on a part-time or avocational basis. Nor do we know 
what roles these different types of artists play in the production of the perform- 
ing arts in its various sectors and with what consequences for the quality and 
amount of performing arts available to the public. Although we have good rea- 
sons to believe that a career in the performing arts differs from a career in other 
occupations (Alper and Wassail, 2000), we don't really know how careers for 
artists in the commercial and nonprofit sectors differ or how much artists move 
among sectors. Some artistic talents may be more interchangeable between 
"high" and "popular" arts activity than others. 

Over the last century, the artistic profession has been growing in both reputa- 
tion and population. Although performance was a respectable avocation for the 
leisure class before the 19th century, professional performing artists were often 
held in low esteem. With the emergence of the popular film industry in the early 
20th century, however, actors and actresses experienced soaring popularity and 
incomes. While the cachet of the leisure-class amateur eroded, the stature of 
professional performing artists began to rise, both in the commercial popular 
arts and the nonprofit high arts. The Ford era brought heavy investments in 
new conservatories and other training programs from the 1960s to the 1980s, 
which allowed artists of all kinds to develop their talents more fully and to spe- 
cialize in specific disciplines and performance areas. 

Increased professionalism, combined with changing marketing practices in the 
arts, has also promoted the emergence of superstar artists who have come to ri- 
val their counterparts in sports in terms of the salaries and prestige they garner. 
Although stardom is hardly a new phenomenon in the arts (Levine, 1988), the 
reach and rewards of stardom seem to be increasing (Frank and Cook, 1995). 

37 
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As we will show, the number of people who call themselves professional artists 
has been growing for decades, despite the difficulties they often face in sustain- 
ing full-time employment in the arts. Although we have no systematic data on 
levels of amateur participation in the arts for most of the 20th century, Toffler 
(1964) asserts the number of amateurs increased sharply during the 1950s, and 
more recent participation data suggest that more people are taking up music, 
theater, and dance in their free time. Such trends are important to any discus- 
sion of artists because amateurs outnumber professionals by a factor of 20 or 30 
to l,1 and thus play an important role in the delivery of the performing arts. 

This chapter describes what we know about performing artists as a group and 
by discipline, first by clarifying the distinctions between professionals and ama- 
teurs and describing the data available on artists, then by describing the charac- 
teristics of artists and artistic employment and how they compare with other 
professionals and careers. At the end of the chapter, we identify changes in the 
environment that are likely to affect performing artists in the future. 

KEY CONCEPTS 

As we suggested above, the initial challenge in analyzing performing artists is to 
define who they are. In the data, they are characterized as belonging to two cat- 
egories: professionals and amateurs. But this simple dichotomy fails to capture 
the range of careers in the arts that fall between full-time professionals and 
hobbyists. Most artistic careers are composites, consisting of paid arts work, 
unpaid arts work, and non-arts work (Throsby, 1996, Ruttenberg et al., 1978; 
Alper et al., 1996). As a result, the artistic labor force is notably fluid, with a large 
number of part-time employees who move between arts-related and non-arts- 
related employment. Therefore, defining professionals as those artists with full- 
time employment in the arts would be too restrictive. 

Moreover, it is not always easy to delineate the difference between professional 
and amateur activity. Some commentators use the term "professional" to indi- 
cate high standards of competence. Apart from the obvious difficulty of 
measuring skill levels in the arts, this approach is less useful in a labor market 
where there are so many highly trained artists working in multiple 
environments—including commercial, nonprofit, and volunteer settings—and 
where there are so many professional performances of mixed quality. 

Because we are constrained by the way the data on artists are reported, we use 
the term professional in this analysis to mean artists who pursue art as their vo- 

1Estimates of amateur participation based on the General Social Survey put the ratio as 30:1. Those 
based on the SPPA suggest it may be closer to 20:1. 
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cation and amateurs as those who practice their art on an avocational basis. 
However, a more appropriate taxonomy of artistic careers would include a 
fuller range of categories, including casual hobbyists, amateur aficionados, 
part-time professionals, full-time professionals, and superstars. The distinc- 
tions among these categories would be based on multiple criteria, including 
artists' educational qualifications, membership in credentialing bodies, income 
earned, amount of time devoted to performing, and peer acceptance.2 

DATA SOURCES 

Three types of data are needed to answer the questions we have posed in this 
chapter: information on (1) the characteristics of artists, (2) the institutions that 
employ them, and (3) the dynamics of their careers. Almost all the data avail- 
able on artists, however, fall into the first category. Data on career dynamics 
and the experience of artists over time do not currently exist, and very little in- 
formation is available on the employment decisions or conditions of artists in 
different institutional settings. 

Data collected on artists focus mostly on self-defined professional artists, 
particularly their sociodemographic and employment characteristics, although 
amateur activity is also captured in some survey data. Most of the information 
on professional artists comes from one of three sources: 

• the Decennial Census of Population, which includes a detailed battery of 
questions about individuals' employment and sociodemographic charac- 
teristics3 

• the monthly Current Population Survey (CPS), jointly sponsored by the Bu- 
reau of the Census and the Bureau of Labor Statistics, which fields a stan- 
dard battery of questions about employment to a much smaller national 
sample of the population 

• regular studies commissioned by the NEA's Research Division, which sup- 
plement Population Census data by providing more detail on artists' em- 
ployment and earnings. 

In each of these sources, professionals are identified as those who call them- 
selves professionals. There is no way to verify from the data whether those who 
claim to be professional artists actually earn income from their activity. Nor can 

2We are indebted to David Throsby for his suggestions on the distinction among categories of 
artists. 
3Data in this report come primarily from the 1990 Population Census. 2000 Population Census data 
on occupations are not yet available at this writing. 
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we tell what proportion of their income is derived from the arts. Therefore, we 
can only speculate about the career dynamics of the profession based largely on 
the collective accounts of individual artists. 

The two major sources of information on amateurs are the General Social Sur- 
vey and the NEA's Survey of Public Participation in the Arts. In both of these 
surveys, amateurs are identified by their responses to questions about their 
leisure activities. Amateur performing artists are those who have created or 
performed in an artistic production in their leisure time—whether in private or 
before a public audience.4 Because the questions do not ask respondents to de- 
scribe their degree of involvement in these activities, we cannot distinguish the 
casual hobbyist from the professional who also engages in the arts as a leisure 
activity. 

CURRENT PICTURE 

Artists' Characteristics 

Performing Artists Represent a Small Proportion of All Artists 

The 1990 Census of Population counted 1.6 million artists, who constituted 1.3 
percent of the nation's workforce. They are categorized into four broad types, as 
shown in Figure 5.1. The majority of those the Census includes within the artist 
category are graphic designers and architects—occupations that are not gen- 
erally involved in the creation of either popular or high arts. Performing artists 
constituted only 17 percent of all artists—considerably more than the number 
of authors but fewer than the population of visual artists. Musicians and com- 
posers make up more than half of all performing artists, followed by actors and 
directors (39 percent) and dancers (8 percent). 

Performing Artists Resemble Other Professional Workers 

Census data also indicate that performing artists are, on average, about six 
years older, more likely to have a college degree, and more likely to be white 
than is the average American worker. However, these differences generally dis- 
appear when they are compared with all professional and technical workers—a 
more appropriate comparison given the comparable levels of education among 
these two groups (Throsby, 1994). One difference that does persist, however, is 
gender—whereas only 52 percent of professional and technical workers are 
male, 60 percent of performing artists are men. 

4The SPPA data suggest that the percentage of amateurs who perform in public varies substantially 
by discipline—from a high of 60 percent for ballet dancers to a low of 10 percent for those who play 
a classical instrument. No distinction is drawn between paid and free admissions (NEA, 1998a). 
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Figure 5.1—Proportion of All Artists Who Are Performing Artists 

We can also make selective comparisons between amateurs and professionals 
in terms of their sociodemographic characteristics. In general, amateurs tend to 
be somewhat older, better educated, more likely to be female, and less likely to 
be white than are professionals. Although it is very difficult to compare the 
incomes of amateurs and professionals for the reasons cited above, the data 
show that amateurs, not surprisingly, have incomes comparable with that of the 
general population.5 

Employment 

Performing Artists Face More Difficult Employment Circumstances Than Do 
Most Other Professionals 

As we noted above, analysis of artists' employment circumstances is compli- 
cated by the fact that artists are typically employed—at least part-time—in non- 
arts jobs. About three-quarters of all artists hold non-arts jobs at least part of 
the time (Alper et al., 1996).6 Although we cannot determine how much of their 

öThese comparisons are based on computations from the U.S. Census and the General Social Sur- 
vey. 

°A 1977 survey of performing artists indicated that only one-third of those surveyed managed to 
work full-time in the arts (Ruttenberg et al., 1978). 
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income is arts-related, it is nevertheless interesting to examine the data for dis- 
tinctions across disciplines and across professions (see Table 5.1). 

Focusing first on performing artists, the data show that the average earnings of 
actors and directors ($22,000) was more than twice as high as the earnings of 
other performing artists. Actors and directors were employed more weeks out of 
the year than other performing artists but faced higher unemployment rates 
(13.2 percent). Musicians and composers earned substantially less ($10,000) 
and worked somewhat fewer weeks (48), but were less likely to be unemployed 
(4.0 percent). Dancers had the lowest annual earnings ($8,500), worked the 
fewest weeks (39), and experienced high unemployment rates (9.1 percent).7 

When compared with authors, performing artists appear to be at a distinct dis- 
advantage. Authors earned more than actors and directors—the highest-paid 
performing artists—while working about the same number of weeks and expe- 
riencing much lower unemployment. In comparison with workers in general, 
performing artists in the aggregate earn less, work fewer weeks, and face higher 
unemployment. The disadvantages performing artists experience in the labor 
force are even more pronounced when artists are compared with professional 
and technical workers, whose education levels are closer to theirs than they are 
to the labor force as a whole. 

It should be noted here, however, that the employment profile of performing 
artists looks good compared with that of visual artists. A 1982 NEA report 
describing the lives of visual artists in four major cities found that the median 
annual income of artists from art sales, commissions, and grants or awards was 
$718, with only 8.5 percent earning over $10,000 (NEA, 1982a). Median 
production costs, on the other hand, were $1,450, about twice the median 

Table 5.1 

Employment Characteristics of Performing Artists Compared with Other Professions 

Median Weeks of     Unemployment Rate 
Median Annual      Full-Time Work (percent) 

Profession Wage (1989) (2000) (2000)  
Musicians and composers $10,000 48 4.0 
Actors and directors $22,000 50 13.2 
Dancers $8,500 39 9.1 
Authors $23,000 49 2.3 
Professional and technical 

workers $24,000 52 2.4 
All workers $22,000 52 67  
SOURCES: Bureau of Labor Statistics, U.S. Census, Current Population Survey. 

7These data are based on 1990 Population Census figures. The earnings figures are for 1989 (Alper 
and Wassail, 2000). See also Ellis and Beresford, 1994. 
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income. Over a quarter of visual artists reported earning nothing at all from 
their art over a three-year period during which they had exhibited (Kreidler, 
1996). 

Of course, the salary figures from the Census of Population data in Table 5.1 
reflect both arts and non-arts income, so they are not directly comparable with 
the income figures cited in the NEA report. In fact, the incomes based on the 
Census may tell us as much about the different types of jobs artists hold outside 
the arts as about the differences in what they earn from their artistic careers. 
Authors, for example, who work primarily in professional and education 
services, earn more than performing artists, who are more likely to work in low- 
skilled service industries (Throsby and Thompson, 1994). 

These types of comparisons are often cited as the basis for the image of the 
"starving artist" that abounds in some circles. Filer (1986) disputes this portrait, 
noting that when all sources of income and spousal support are included, the 
differences in income between artists and other workers largely disappear. If, 
however, non-arts employment represents a form of underemployment for 
performing artists because it is outside their chosen profession, then the un- 
employment comparisons reported above greatly underestimate the true extent 
of underemployment in the performing arts. It seems clear that artists need to 
rely on multiple sources and types of employment to make ends meet. 

This employment picture is drawn, of course, from the average experience of 
performing artists; as such, it does not tell us about the experience of individual 
artists. As we discuss later in this chapter, the presence of the superstars is a 
strong force in the arts labor market. Although these stars represent a tiny frac- 
tion of the entire professional workforce, they offer a powerful incentive for as- 
piring young artists to stay in the profession. 

Career Dynamics 

Careers in the Performing Arts Differ from Other Careers 

A career in the performing arts differs from most other careers, especially pro- 
fessional and technical occupations. It is perhaps more like a career in profes- 
sional sports than it is like other professions. Although athletic and artistic ac- 
tivities are in most ways quite different, their career dynamics have a number of 
similarities. First, the earnings of artists tend to peak early and decline more 
quickly than in other professions (Brooks, 1994).8 Second, artists' employment, 

This phenomenon will vary somewhat for different types of artists. It is more likely to be apparent 
for performers whose art is directly dependent upon their physical abilities, e.g., dancers. Its effects 
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like that of athletes, is sporadic and fragmented. Most artists work in day jobs 
only up to the point of securing subsistence. The data show that most perform- 
ers work for multiple employers during the year. One study (Ruttenberg et al., 
1978) has shown that only one in five performing artists worked for the same 
employer throughout the year and some worked for as many as ten employers. 
Third, most artists leave their profession early—typically in their mid-thirties— 
as career mobility decreases (Menger, 1999). Fourth, musicians and certain 
other performers are vulnerable to injuries from repeated practice and perfor- 
mance; these injuries sometimes cut promising careers short. Fifth, many per- 
forming arts jobs and casting agencies are concentrated geographically, placing 
constraints on artists seeking employment. For example, 70 percent of the 
members of Actors Equity reside in New York and California. Finally, like ath- 
letes, very few artists make it big in their field but many are inspired by the suc- 
cess of superstars. 

Those who enter the arts appear to be motivated by powerful incentives—a love 
of the arts and the pleasure they derive from creation and performance. Artistic 
careers may well offer greater non-monetary rewards, such as lifestyle and ful- 
fillment, than do other careers (Jeffri, 1998). Nevertheless, it is not surprising 
that many artists leave the profession at a relatively young age or decide to 
pursue their interest in the arts on a part-time or amateur basis. Particularly as 
income pressures increase with the demands of families and child-rearing, 
many young artists reassess their career choices and consider whether they 
would be better off in a more stable career. As we will discuss in the next 
chapter, because most performing arts organizations in the nonprofit and 
volunteer sectors are very small and rely on heavily discounted or volunteer 
labor for their existence, we predict a steady and growing demand for those 
performing artists who are willing to perform outside professional ranks. 

Formal Arts Education Plays a Distinctive Role 

Another distinctive feature of a career in the performing arts is the relative im- 
portance of education and experience in career advancement. In most profes- 
sional careers, education plays a critical role in gaining access to jobs, and work 
experience determines the rate of advancement (Economic Report of the Presi- 
dent, 1997). In the arts, despite the fact that formal education levels are compa- 
rable with those of other occupations, experience seems more important than 
education both for finding employment and advancing in one's career 
(Throsby, 1994). 

in artists' earnings data will also be offset because less successful artists, and thus those with the 
lowest earnings, abandon their careers earliest. 
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This feature of artistic careers has created ambivalence within the arts policy 
community about the emphasis to place on training artists. From 1966 to 1981, 
the NEA made only token efforts toward educating artists. In 1982, however, 
then-NEA Chairman Frank Hodsoll made arts education a top agency priority. 
Hodsoll's initiative had two components: first, to promote arts appreciation, 
especially in schools; and second, to develop programs to train artists and arts 
educators (Myers and Brooks, forthcoming). The latter initiative is most relevant 
here. But given the importance of experience to advancement in artistic careers, 
it is not entirely clear how to achieve a balance between education and job 
training within a traditional educational environment. Moreover, arts educators 
have complained that the NEA's efforts rely too much on artists and too little on 
arts educators (Smith, 1992). In any case, charitable giving has tended to shy 
away from most arts education programs, preferring instead to support artists 
and performing groups. This led the Music Educators National Conference to 
complain that"... there has been no evidence that the corporate or foundation 
communities have particular interest in considering the traditional arts educa- 
tion community as a full partner in the national arts enterprise" (Music 
Educators National Conference, 1986, p. 10). 

KEYTRENDS 

Increasing Prominence of Superstars 

As we have noted above, there is tremendous variation in the wages of artists, 
with the rare superstar earning millions of dollars a year and the average artist 
making little more than the minimum wage. This phenomenon is referred to as 
a "superstar market." Superstar markets exist in labor markets where small dif- 
ferences in ability lead to large differences in compensation. This occurs when 
information about talent becomes so accurate—or marketing of a particular 
artist as "the best" so common—that demand coalesces around a very few stars, 
driving their wages far above those of everyone else in the field (Frank and 
Cook, 1995; Rosen, 1982). 

Although there is little empirical research on this phenomenon in the perform- 
ing arts, the anecdotal wisdom on this point is unambiguous: the performing 
arts are experiencing a polarization in earnings in which a few artists earn huge 
rewards while most artists earn very little. We suspect that there are two reasons 
for this development. First, technological advances in reproduction and distri- 
bution have dramatically expanded the market for successful artists and have 
also made it possible to know the field and discern subtle differences in artistic 
ability. Second, and perhaps more important, marketing efforts to build star 
power have become ever more pervasive because the potential rewards of mar- 
ket success are so great. 
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More Artists, Fewer Job Opportunities 

Since 1970, the supply of professional artists has increased dramatically. This 
point is documented in Figure 5.2, which depicts the increase in the number of 
self-proclaimed professional artists (and their rising share of the labor force) 
between 1970 and 1990. The total number of artists approximately doubled over 
this period. Corrected for growth in population, the increase was still over 40 
percent. Although the available evidence suggests that unemployment among 
artists was lower than for the civilian workforce (5.3 percent versus 6.7 percent 
in 1991), and that the unemployment rate among artists fell by 0.7 percent from 
1983 to 1991, these comparisons, as we noted above, include all labor force ac- 
tivity by artists and thus may underestimate the true extent of unemployment 
and underemployment in the performing arts. Indeed, the number of unem- 
ployed artists has increased over this period (Menger, 1999). 

These data exclude the large number of individuals who are amateur com- 
posers, actors, performers, and dancers. What options exist for these individu- 
als and for the increasing number of professional artists? As we will show, the 
number of nonprofit arts organizations has expanded dramatically over the 
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past two decades—primarily as a result of a burgeoning of small organizations. 
We suspect, although we cannot document empirically, that many of these 
performers are working as volunteers or for heavily discounted wages in these 
organizations, many of which are in the volunteer sector. 

As we have suggested throughout this chapter, the ability of performing artists 
to practice their craft has generally been conditioned by the willingness of arts 
organizations and producers to employ them. This situation reflects the tradi- 
tional structure of the performing arts in which producers and distributors in- 
tervene between artists and audiences by determining what arts will be pro- 
duced and how. 

This situation has been changing as recent technological advances dramatically 
increase artists' access to modes of production. Specifically, the advent of the 
Internet, web-based e-commerce, and the dramatic improvements in repro- 
duction technology and broad-band transmission are making it easier for com- 
posers and musicians, for example, to produce their own recordings, identify 
and reach potential audiences, and thus promote and distribute their material 
without relying on established firms. These new technologies have lowered the 
entry barriers that producers traditionally imposed on composers and perform- 
ers, who can now produce and distribute their work on their own (Larson, 1997; 
Seabrook,2000). 

Although these changes may be most feasible in the short run for specialized 
niche markets, they offer at least the prospect of later expansion to wider, more 
popular markets if they can first generate sufficient momentum in more spe- 
cialized niche markets. For example, several Internet services such as InterneTV 
mix artist-submitted performing arts material with standards and classics, cre- 
ating a venue that does not classify work according to preconceived levels of 
fame or fortune.9 

However, the very ease of entry provided by the new technology, which enables 
motivated individuals to gain access to artistic material they formerly could not 
have found, may impose a new intermediary between artists and audiences. As 
more artists seek to avail themselves of this new technology, the very prolifera- 
tion of new artists and their products may overload audiences who find that 
they require intermediaries to alert them to the voices they want to hear. Tradi- 
tionally, record companies have served this function, focusing consumers' at- 
tention on those artists and material that they believe will have the broadest 
market. If a new set of marketers increasingly substitutes for the traditional in- 
termediaries, it is not clear what criteria they will use to highlight specific artists 
and what the implications will be for the type and quality of art. 

^See http://www.internetv.com/. 
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Intellectual Property Questions Created by New Technologies 

Although new technologies such as the Internet are making it easier for some 
performing artists—particularly musicians—to promote and distribute as well 
as create and perform their own material, they are also reviving old questions 
about who should own the legal rights to creative intellectual property. Accord- 
ing to Litman (1996), 

Our current copyright law is based on a model devised for print media, and 
expanded with some difficulty to embrace a world that includes live, filmed and 
taped performances, broadcast media, and most recently, digital media. That 
much is uncontroversial. The suitability of that model for new media is much 
more controversial. 

Two examples from the music industry make this point. The first is the dispute 
between the Recording Industry Association of America (RIAA) and the Internet 
firm Napster involving Napster's failure to pay royalties on music downloaded 
by fans. In addition to losses sustained by record companies, this case also in- 
volves a loss of command over the musical product by artists wishing to control 
dissemination of their work. In the second example, the recording industry has 
tried to argue that sound recordings should be considered "works for hire" and 
thus subject to a copyright term of 95 years (as opposed to the 35-year term that 
obtains if musicians are legally judged to be the authors of their works) (Pareles, 
2000). The financial motive for this effort is that recent technological changes 
are making many older recordings more profitable than new releases. The legal 
success of these cases so far has been mixed (Hamilton, 2000). 

We suspect that this juxtaposition of new technology and intellectual property 
law will present similar problems in the near future for composers, choreogra- 
phers, and playwrights. 

FUTURE ISSUES 

Two key issues stand out for the future. The first follows directly from the trends 
just described: the difficulties of a professional career path in the arts may drive 
more talented artists to choose amateur involvement. As superstar markets be- 
come more pervasive—driving some wages up, but most down—and the supply 
of artists outstrips demand at least at the top professional level, we envision 
potential professionals with more reasons to choose the avocational route 
(albeit, perhaps, after or because of an unsuccessful try at the professional 
world), and consequently a greater role for serious aficionados and semiprofes- 
sional performers. 

Second, the next chapter points to changes in the demography of arts organiza- 
tions that may reduce the opportunities for artists to gain professional experi- 
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ence and mature in their careers. Midsized nonprofit organizations, in particu- 
lar, appear to be facing more serious financial pressures than either large or 
small organizations. If some of these organizations disappear, a vital training 
ground for actors, ballet dancers, opera singers, and classical musicians will 
also get smaller. In this case, graduates of the conservatory may be forced to 
choose between taking a job in the "low-end" professional sector, where 
standards of production are far less professional, or switching careers and 
participating in their art as nonprofessionals. 



Chapter Six 

CHARACTERISTICS OF PERFORMING ARTS 
ORGANIZATIONS 

As we observed in Chapter Four, shifts in the demographic composition and 
leisure time preferences of Americans are changing the types of art that audi- 
ences most care about and the ways they wish to experience it. In the market for 
artists, although the superstar phenomenon is of long-standing duration, the 
gulf between the small group of extravagantly well-paid celebrity artists and the 
much larger pool of professionally trained but frequently unemployed artists 
appears to be widening. 

This chapter examines the various types of organizations that decide what art 
gets produced, how it is produced, and by whom, thereby determining the 
supply of the performing arts delivered to audiences and the supply of jobs for 
artists.1 We demonstrate that arts organizations range widely in terms of size, 
artistic and financial objectives, and the function they serve in bringing both 
the live arts and the recorded arts to the public. After a brief introduction to key 
organizational types and the data available to analyze them, we offer a snapshot 
of performing arts organizations in America as they look today to answer the 
following questions: 

• How many performing arts organizations are there, and in which market 
sectors do they operate? 

• What do U.S. performing arts organizations look like in terms of discipline, 
geographic location, size, and function within the arts delivery system? 

Then we describe the key trends that have been altering these characteristics 
and their implications for the future. 

■^Although creative artists are, by definition, central to the creation of the performing arts, they gen- 
erally play a very small role in determining what art actually reaches audiences. 

51 
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KEY CONCEPTS 

Arts organizations serve as key links in the chain that brings created works of art 
to audiences. As illustrated in Figure 6.1, they perform, present, reproduce, and 
distribute the work of art to audiences. Performers, like creators, are at the core 
of the creative process, providing content to presenters and reproducers. Dis- 
tributors take recorded-art content and deliver It to consumers; for simplicity 
we include broadcasters in this category, as well as wholesale distributors and 
retailers. Performing and presenting organizations represent the "live" segment 
and reproducers and distributors represent the "recorded" segment of the de- 
livery system.2 The numbered hexagons represent additional organizations that 
act primarily as brokers: Hexagon 1 represents such organizations as music 
publishing companies; hexagons 2 and 3 represent such organizations as 
artists' management agencies and promoters. 

To illustrate, consider the case of symphonic music. The creator of a new sym- 
phonic work, the composer, assigns his or her copyright to the music publisher, 
represented by hexagon 1, which makes the music available to performers in re- 
turn for a royalty payment that it splits with the composer. The performer, 
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Figure 6.1—Organizational Structure of the Professional Performing Arts 
Delivery System 

2For simplicity, we treat each of these roles separately, but we recognize that individuals can often 
serve multiple roles in the system. A choreographer, for example, may serve as the creator of a 
dance and also perform in the dance, and may also be the presenter. 
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a symphony orchestra, performs the work in the local symphony hall or 
performing arts center. If the orchestra owns or leases its local performance 
venue, it acts as both performer and presenter for its hometown performances. 
In addition, the orchestra may hire a promoter, represented by hexagon 2, who 
sets up a concert tour with presenters at selected performance venues in other 
cities, states, or countries. The box office receipts from touring are split between 
presenter, promoter, orchestra, and composer. 

If the orchestra has a national (or more likely international) reputation, it may 
also sign a contract with a reproducer, the record company, to record the new 
symphonic work. A management agency, represented by hexagon 3, may or 
may not broker this transaction. The record company, if it is a major label, owns 
its own recording studio, compact disc (CD) manufacturing plant, and whole- 
sale distribution network for classical CDs.3 The record company markets the 
new release to retailers and radio broadcasters. Depending on the nature of the 
contracts signed along the way, any profits from CD sales may be split between 
retailers, record company, orchestra, music publisher, and composer. Broad- 
casters pay royalties on the release based on its airtime; their revenues derive 
from advertisers, not record companies.4 

In the high arts, the artistic emphasis of most performers is on live perfor- 
mance, which also generates the bulk of their earned revenues or receipts. Not 
coincidentally, both the high arts and the live segment of the professional per- 
forming arts are dominated by nonprofit organizations, which rely on con- 
tributed as well as earned income to cover their costs. Although various theories 
seek to explain the predominance of nonprofit organizations in the live per- 
forming high arts (see, for example, Throsby and Withers, 1979; Hansmann, 
1981; and DiMaggio, 1982 and 1984), most are consistent with Baumöl and 
Bowen's 1966 argument that the audiences are too small and fixed costs too 
high for professional live performances of ballet, opera, and symphonic music 
to pay their own way. In fact, with the possible exception of theater, there is 
considerable evidence that professional live performance of the popular arts 
also fails to pay its own way. In popular music, for example, live concert tours 
are generally loss leaders designed to leverage sales of recorded music and 
licensed merchandise (Vogel, 1998).5 

3Other recorded music formats include vinyl records and audio cassette tapes, but CDs now ac- 
count for almost 90 percent of recording sales. The newest music media formats, digital audio discs 
and super audio CDs, have yet to achieve wide consumer acceptance (RIAA, 2001). 
4For nonprofit broadcasters, sources of revenue are primarily sponsors and contributors. 

Professional for-profit theater is itself a highly cyclical industry, and there have been frequent pe- 
riods in which Broadway barely appears to have survived financially. See, for example, Baumöl and 
Bowen (1966), Moore (1968), and NEA (1981). 
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In the popular arts, the artistic emphasis and bulk of earned revenues for per- 
formers are the reverse of what they are in the high arts. Most organizations are 
for-profit, recorded products generate the bulk of receipts, and the artistic em- 
phasis is on the recorded product. In fact, the term "popular" sometimes ap- 
pears to be synonymous with "recorded": one rarely hears reference to 
"popular dance" or "popular theater," neither of which has an extensive portfo- 
lio of recorded products.6,7 The artistic emphasis on the recorded product is 
illustrated by popular music genres such as progressive rock and hip-hop, 
where the recording studio has become an extension of the musician's art 
(Miller and Boar, 1981; Frith, 1986). An exception might be jazz, in which the 
artistry still seems to be most fully expressed in live performance; interestingly, 
jazz is often put forward for "high art" status. Regardless of artistic emphasis, 
however, the data and analysis on performers in the popular as well as the high 
arts generally place them within the live and not the recorded segment of the 
delivery system. In the discussion that follows, therefore, the terms 
"performers" and "live performers" are used interchangeably. 

Not all of the elements of the delivery system are necessarily group organiza- 
tions per se; the category "performers," for example, includes individual per- 
forming artists as well as performing companies. Further, as our symphonic 
music illustration shows, a high degree of integration between elements is 
possible. Creative artists and performing artists may be the same person or per- 
sons, performers may also be presenters, and audiences may themselves partic- 
ipate in making art as performers or creators. Promoters may also be presen- 
ters, and, as described above, a single integrated record company may control 
talent scouts, recording studios, manufacturing operations, and record distri- 
bution—although not usually retailing.8 

Understanding the organizational structure of the delivery system depicted in 
Figure 6.1 helps to illuminate several important conceptual reasons why appar- 
ently simple questions such as "How many performing arts organizations are 
there?" are in practice difficult to answer. One of the most important reasons is 
that, in contrast to products like automobiles, the "products" of the performing 
arts are extremely heterogeneous—especially when both the live and recorded 
segments of the delivery system are considered. Whereas the vast majority of 

"We draw a distinction between popular art, which is defined to have mass commercial appeal and 
is generally produced in the for-profit sector, and folk art, which tends to be produced by volunteer- 
sector organizations in live performance. 

'Although narrative film could arguably be considered a form of recorded theater, it is generally 
classified as its own art form distinct from theater. In the case of dance, the portfolio of recorded 
products seems to be growing: For example, the popularity of the stage show Riverdance, featuring 
Irish hard-shoe dancing, has stimulated the production of a series of very successful CDs and dance 
videos. 
8See, for example, Hirsch (1990). 
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automobiles have four wheels, an engine, and are purchased by consumers on 
showroom floors, a symphonic music product, as illustrated above, may be a 
concert performance presented to a live audience; a concert performance 
broadcast over radio, television, or the Internet; a CD or audio cassette tape 
sold to consumers for home use; or a CD or tape broadcast over radio, televi- 
sion, or the Internet. Thus, in contrast to the firms that manufacture and dis- 
tribute automobiles, the firms that produce these different symphonic music 
products fit not only within different industrial classifications, but also within 
entirely different production classifications.9 The profound differences across 
firms in both production technologies and industrial organization make it diffi- 
cult to combine the highly fragmented data on arts organizations into an overall 
picture. 

A related conceptual issue surrounding the arts delivery system is how to define 
an arts organization. While it seems clear that performers such as ballet or 
opera companies should be considered arts organizations, as we move further 
toward audiences in Figure 6.1, the connection between what the organization 
actually does and "making art" becomes increasingly tenuous. Are distributors 
of videotapes and CDs really "arts organizations"? Not in the sense of making 
art. Nevertheless, these types of organizations are vital links in the organiza- 
tional chain bringing dance, music, opera, and theater to many people who 
rarely, if ever, attend live events. Any broad analysis of the performing arts 
world must consider the role of distributors, if only to understand how new 
technologies such as the Internet are dramatically changing who the distribu- 
tors are, what they do, and which audiences they serve. 

A third issue in the analysis of the performing arts is that the performing arts 
industry, like the health and education industries, is made up of organizations 
that have, at least superficially, extremely different goals and objectives. In the 
auto industry, to use our previous example, the principal objective of every firm 
is to be profitable. This is also the principal objective of the taxable for-profit 
firms in the performing arts industry. It is not, however, the principal objective 
of the many nonprofit and volunteer-sector organizations in the performing 
arts, which, as we noted above, mostly operate in the live-arts segment of the 
delivery system. The primary operational goals of these organizations may be 
artistic excellence, artistic innovation, recognition and prestige, maximum au- 
dience size, maximum audience diversity, or maximum community participa- 
tion. Thus while financial, employment, and output measures are adequate for 

9In fact, the distinction between firms in the performing arts based on tax status (nonprofit or tax- 
exempt versus for-profit or taxable) is less of a barrier to many types of analysis than the second 
distinction, based on product characteristics (for instance, manufactured good versus service). 
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most analyses of the auto or entertainment industry, analyses of the performing 
arts world require data that are considerably more detailed. 

In order to assess the implications of organizational change in the nonprofit 
performing arts sector, ideally we would want to know something about the 
missions, programming, and primary audiences of the organizations involved, 
as well as having data on their finances, employment, and output. In fact, al- 
though it is still not enough, we do know considerably more about arts activity 
that takes place within the nonprofit sector than we do about activity in the for- 
profit sector.10 Unfortunately this means we know less about certain art 
forms—such as jazz—that tend to be performed by unaffiliated individuals or 
for-profit organizations than we do about other art forms—such as opera—that 
are dominated by nonprofit groups. We know even less about other performing 
arts—such as folk music and dance—that are often practiced outside formal 
markets in the volunteer sector. 

SOURCES OF DATA 

Besides financial data, which we discuss in the next chapter, there are three 
types of data on the characteristics of performing arts organizations: 

• data on the number and disciplinary focus of organizations 

• data on output 

• data on programming. 

Only the first type is collected systematically and in enough detail to be useful 
for research purposes. 

Number of Organizations and Their Disciplines 

The U.S. Census Bureau's Economic Census has been counting the number of 
taxable and tax-exempt performing, presenting, reproducing, and distributing 
organizations throughout the United States every five years since 1977. Unfor- 
tunately, the sampling methodology used overrepresents large employers 
(firms without paid employees, for example, are not sampled) and does not in- 
clude the arts activities of nonmarket or informal organizations, or the arts ac- 
tivities of organizations embedded within larger non-arts organizations such as 

l^This is because the disclosure requirements imposed by the federal government on nonprofit 
organizations are far more comprehensive than the requirements imposed on for-profits. 
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universities and local governments.11 Because so much live performing and 
presenting activity seems to occur within the volunteer sector, performers and 
presenters are more likely than reproducers or distributors to be undercounted 
by the Economic Census. As a result, the Economic Census data probably over- 
represent activity within traditional high art forms such as symphonic music 
and ballet. This is because symphony orchestras and ballet companies tend to 
be larger and more well-established than klezmer bands or Navajo dance 
troupes, which tend to fall into the volunteer sector. According to estimates by 
Peters and Cherbo (1998), for example, almost 90 percent of chamber music 
ensembles were missed by the U.S. Census Bureau's 1992 Census of Service In- 
dustries. Smith (1997) estimates that the number of uncounted nonprofits out- 
numbers the number that submit annual tax forms to the IRS by a factor of 8 
to 1. Another problem with the Economic Census has to do with its clas- 
sification system.12 Performing organizations for certain high art forms, such as 
opera, are assigned data categories of their own. 

But organizations that perform within popular and nontraditional artistic sub- 
disciplines, such as country and western and Balinese gamelan music, are 
lumped together in single-code categories such as "Other music." As a result, 
Economic Census data can be used to track the growth of opera companies 
from 1977 to the present, for example, but they cannot be used to track the 
growth of country music bands or gamelan orchestras. Even worse, many artists 
who have incorporated themselves but perform as individual acts are lumped 
together with visual and literary artists in the category "Independent artists, 
writers, and performers."13 Therefore, unless explicitly defined otherwise, in the 
analysis that follows the term "performers" will refer to performing organi- 
zations, not individual artists who have incorporated as single proprietorships. 

Problems of categorization also afflict the other functional links within the de- 
livery system. Presenters of the live performing arts are grouped together with 
all "Promoters of performing arts, sports, and similar events," including those 
with and without their own facilities. 

Embedded organizations may or may not be counted as part of the population of arts organiza- 
tions; it depends on whether the U.S. Census Bureau considers them to be a performing arts "es- 
tablishment." The Census Bureau defines an establishment as a single physical location where 
manufacturing or a service is performed. A firm is defined as a business organization (taxable or 
tax-exempt) consisting of one or more establishments under common ownership or control. 
12The North American Industrial Classification System (NAICS), adopted in the 1997 Economic 
Census, is a big improvement over the Standard Industrial Classification (SIC) system, which the 
old Census of Service Industries used from 1977 to 1992. Nevertheless, many organizations within 
the performing arts delivery system still do not fit well within the NAICS. 
13Individual musical artists producing nonclassical forms are included in the category, "Other 
music groups and artists." 
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With respect to distributors, there is no way to disaggregate the production and 
distribution of performing arts products from the rest of their overall business 
activity. With respect to reproducers, there is no way to disaggregate their ac- 
tivities by art form, subdiscipline, or genre. So, for example, although Economic 
Census data may show us that the number of "integrated record production 
and distribution" firms (that is, record companies) is growing, we have no way 
of knowing what this might mean for, say, classical versus popular music. 

A second source of data that identifies the number and disciplinary composi- 
tion of performing arts organizations (although the data are relevant only to 
nonprofit arts organizations) is the Internal Revenue Service (IRS). Since the 
mid-1980s, the IRS has been making its Business Master File (BMF) and annual 
Return Transactions Files (RTFs)—more commonly known as the "Form 990 
data"—available through the Urban Institute's National Center for Charitable 
Statistics. Both files are based on tax forms filed by tax-exempt charitable orga- 
nizations. In the performing arts, the relevant organizations have Section 
501(c)(3) status under the U.S. Tax Code. Unfortunately, the demise of 501(c)(3) 
arts organizations is rarely reflected in the BMF because organizations generally 
do not tell the IRS when they go out of business. As a result, the BMF tends to 
overstate the number of formal nonprofit performing arts organizations that 
actually exist. On the other hand, the Form 990 data do not capture information 
on arts organizations that fall below the $25,000 threshold revenue requirement 
for filing Form 990 each year, so they tend to understate the number of very 
small nonprofits operating in the volunteer sector. Neither file contains data on 
arts organizations that are embedded within other non-arts nonprofit organi- 
zations. Nevertheless, the annual IRS data are more timely than the five-year 
Economic Census data, and the IRS's adoption of the National Taxonomy of Ex- 
empt Entities (NTEE) coding scheme means that its data avoid many of the 
ambiguities of the NAICS with respect to performing and presenting organiza- 
tions. Unfortunately, the NTEE-coded data are only available beginning in the 
early 1990s.14 

Real Output 

Data on the real output of the live segment of the performing arts—number of 
performances, number of productions, number of admissions tickets pur- 
chased, or other "product" measures—are seriously lacking. In contrast to 
recorded music products, for example, where Economic Census data include 

14The original NTEE coding system was developed by the National Center for Charitable Statistics 
(NCCS) and several major nonprofit organizations during the 1980s. The IRS itself first applied the 
NTEE system to the BMF in 1995, but Form 990 data have been retroactively coded by NCCS back to 
1992 (NCCS, 2001). 
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estimates of the value of all prerecorded CDs, records, and tapes that have been 
produced and shipped within the United States, as well as the value of those 
sitting in inventory, there are no census data on the total value of opera, dance, 
theater, or symphony orchestra performances, or on the value of seats that were 
available (capacity) or filled (occupancy) for each performance. The only con- 
sistent sources for output data are the NSOs and industry associations, as well 
as a few private organizations that regularly publish directories and periodicals 
containing information on individual productions and artists. Examples 
include Musical America, published by Primedia Inc., and the periodicals 
Variety and Daily Variety, which cover Broadway and the film industry. 

Programming 

Finally, with the notable exception of OPERA America, the NSOs for performing 
groups provide very little in the way of consistent data over time on program- 
ming. Information from the NSO for presenters is only marginally better. The 
lack of such data makes it extremely difficult to assess the implications of orga- 
nizational changes on programming within the performing arts delivery system 
in any systematic way. 

These holes in the data make it difficult to present an accurate and compre- 
hensive profile of performing arts organizations in the United States. In the live 
arts, we cannot precisely say how many organizations there are, where they 
perform, or whether they are growing bigger or smaller. We do not know how 
many modern dance performances or jazz festivals took place in any particular 
year, or whether there were more or less that year than the year before. Beyond 
broad disciplinary categorizations, we also do not know in what ways live arts 
organizations may be changing their programming—for example, whether local 
performing arts centers are choosing to present A Moon for the Misbegotten 
more or less often than Oklahoma!. In the recorded arts, we often cannot isolate 
firms' performing arts activity from their other business activities, let alone 
identify activity within particular disciplinary genres over time. 

Finally, it is true that all research is constrained by the sample characteristics 
and classification systems of the available data. But because there are so few 
sources for comprehensive, time-series data on performing arts organizations, 
broad analyses of the performing arts world are particularly constrained. In the 
analysis that follows, the Economic Census is often the sole source of data we 
can use to make comparisons across organizations that perform different func- 
tions within very different sectors of the economy. Therefore, it is important to 
acknowledge again the limitations imposed by this data source. It is biased 
toward middle- and big-budget organizations. It cannot be used to track 
characteristics of a fixed set of organizations over time. And it is constrained by 
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a classification system that generally does not make distinctions beyond the 
major art forms such as theater and dance. 

CURRENT PICTURE 

In this section we analyze what the data tell us about the number, size, disci- 
pline, market sector, and geographic dispersion of arts organizations today, 
starting first with the performing groups and presenting organizations that 
provide live performances and then moving to the reproducers and distributors 
that provide recorded performances. Our analysis focuses on organizations that 
are taxable and those that have formally incorporated themselves as tax-ex- 
empt, but note that the smallest of these nonprofits actually fall within the vol- 
unteer sector, as we define it. 

The Live Performing Arts 

Music and Theater Companies Are Most Prevalent 

How many performing organizations are there in each of the major performing 
arts disciplines? According to data from the 1997 Economic Census, there were 
over 8,000 companies that gave live performances in the United States, of which 
just under 40 percent were theater groups, 6 percent dance companies, 2 per- 
cent opera companies, 10 percent symphony or chamber music orchestras, and 
45 percent groups performing other forms of nonclassical music.15 

The relative proportions of live performing arts companies in the nonprofit ver- 
sus for-profit sectors vary considerably by discipline, as shown in Figure 6.2. 
Whereas theater groups are roughly evenly split between the two sectors, the 
majority of dance companies and the vast majority of opera companies and 
classical music organizations are organized on a nonprofit basis. In contrast, 
the vast majority of groups and artists in the "Other music" category, that is, 
those who do not perform classical instrumental music, are organized as for- 
profits, which is consistent with the many popular music genres included 
within this category. (The much smaller number of nonprofit nonclassical mu- 
sic groups can reasonably be supposed to consist of the various choral, folk, and 

15As defined by the Census Bureau, "Classical music organizations" here include symphony or- 
chestras, chamber ensembles, and other organizations that identify themselves as producers of in- 
strumental classical music. "Other music groups and artists" include dance or stage bands or or- 
chestras; jazz music groups; choral music groups; and folk, rock, soul, country and western, etc., 
music groups—that is, all forms of music except classical instrumental music. For simplicity, we use 
the term "classical" to refer to classical instrumental music. 
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Figure 6.2—Proportion of Nonprofit and For-Profit Performing Companies 
by Discipline, 1997 

ethnic music performers that also make up the potpourri of musical genres in- 
cluded within this category.) 

In fact, because there are many more for-profit "other music" performers than 
there are nonprofit classical music organizations, if all musical forms are com- 
bined under the single category "music," the for-profit groups outnumber the 
nonprofits 3 to 1. Of course, none of these comparisons takes into account the 
activities of unincorporated performing artists and groups, for which we have 
no data but which we believe to be considerable. It is impossible to know 
whether there are relatively more of these groups within dance, theater, opera, 
classical music, or nonclassical music. 

Most Performing Groups Are Small 

As shown in Figure 6.3, the average revenues of live performing arts organiza- 
tions vary somewhat both by discipline and sector. Regardless of discipline or 
sector, however, most organizations are small. In theater, dance, and classical 
music, for example, approximately 60 to 75 percent of the live performing 
groups that operated year-round had revenues of less than $500,000 in 1997. A 
notable exception is opera, where over 60 percent of nonprofit organizations 
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Figure 6.3—Percentage of Nonprofit and For-Profit Performing Groups Within 
Revenue Classes, 1997 

had revenues greater than $500,000, and almost 30 percent had revenues 
greater than $2.5 million. This is probably due to the generally higher fixed costs 
of putting on an opera, which consequently require a higher matching revenue 
stream. In opera, as in dance and classical music (but not theater or "other mu- 
sic"), for-profit performers tended to be smaller than nonprofit organizations. 

This may be because, in contrast to nonprofit performers who receive grants 
and contributions, for-profit performers must rely primarily on box office re- 
ceipts from the relatively small audiences for these art forms. 

The Market Concentration of Performing Companies Is Not High 

As we might expect based on the large number of small-budget performing or- 
ganizations, the level of market concentration among most kinds of performing 
groups is not high relative to other industries, including—as we shall see—the 
recorded segment of the performing arts. As shown in Table 6.1, opera, with the 
highest average revenues and presumably the highest fixed costs of the four art 
forms represented in Economic Census data, also has the most concentrated 
industry structure. This is consistent with mainstream economic theories about 
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Table 6.1 

Total Revenues and Percentage of Revenues Held by the 4 Largest and the 
20 Largest Performing Companies, 1997 

4 largest companies 20 largest companies 
Total Revenues Nonprofits For-profits Nonprofits For-profits 

($l,000s) (percent) (percent) (percent) (percent) 

Opera 593,608a 53.4  a 80.4  a 

Theater*5 3,225,537 3.3 9.2 9.9 25.2 
Dance 432,690 16.7 11.8 38.6 20.2 
Classical music 1,078,228 18.0 0.9 50.3 2.3 
Other music 2,248,281 0.6 5.0 1.8 15.3 

SOURCE: U.S. Bureau of the Census, 1997 Economic Census. 
aFor-profit data withheld to avoid disclosing data for individual companies. 
bDoes not include dinner theaters. 

the relationship between fixed costs and industry structure: The higher the fixed 
costs, the more difficult it is for new firms to enter the industry and take rev- 
enues away from existing firms. The four largest opera companies, all nonprof- 
its, received over half of the total revenues earned by nonprofit opera com- 
panies. 

The least concentrated industry was "Other music," where the top four for- 
profit groups earned just 5 percent, and the top four nonprofit groups less than 
1 percent, of combined nonprofit and for-profit revenues. This suggests very 
low barriers to entry into the field of nonclassical music, which plausibly trans- 
lates into both a diversity of musical forms and competitive prices for musical 
performances. In fact, taken as a whole, the Economic Census data support 
other, anecdotal data that paint a dynamic picture of the nonclassical music 
field in which specialized small, for-profit, and volunteer-sector musical groups 
are reaching out to attract new audiences and new participants 

Geographic Counts of Performing Groups Are Not Good Measures of Access to 
the Arts 

One of the most important issues in the organizational demography of the per- 
forming arts is whether potential audiences have access to live performances of 
theater, dance, opera, and music. A frequently voiced concern is that Americans 
living in small towns and rural areas have less access to the live arts than Ameri- 
cans in urban centers. To explore this issue, a common approach is to conduct 
geographic counts of performing organizations. However, as we argue below, 
such counts are not good measures of access to the arts. 

Census data indicate that California and New York dominate the rest of the 
country in terms of total numbers of nonprofit and for-profit performing orga- 
nizations and in terms of these organizations' revenues and receipts. However, 
because California and New York are also the first and third most populous 
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states in the country, respectively, we would expect to find a preponderance of 
performing groups in these two states. Another and perhaps more appropriate 
measure of the relative access that residents of different states have to the live 
performing arts is the number of performing establishments per capita. Mea- 
sured this way, the story is quite different. In per capita terms, the District of 
Columbia had by far the greatest concentration of nonprofit performing organi- 
zations, with 45 groups per million inhabitants; and Mississippi had the least, 
with just 6 groups per million inhabitants. On the for-profit side, Nevada domi- 
nates all others with 77 taxable performing acts per million inhabitants, while 
North Dakota comes in last with fewer than 2 groups per million inhabitants. 

Even when expressed in terms of groups per capita, however, these numbers 
provide only a very rough guide to the geographic distribution of access to the 
live performing arts, for two reasons. First, residence within a state does not 
necessarily reflect geographic proximity to its live performing arts activity. For 
example, residents of northwestern Nevada do not necessarily benefit from that 
state's abundance of for-profit performing organizations, which are heavily 
concentrated in Las Vegas. Similarly, residents of Southwestern Mississippi may 
well find it easier to access the theaters and jazz clubs of New Orleans than resi- 
dents of northwestern Louisiana, whose closest cultural center is probably 
Dallas. 

The second reason why the number of performing groups per capita is a very 
rough measure of access is touring. In principle, touring could serve an impor- 
tant role in providing access to small and geographically isolated communities 
that cannot support their own performing companies—as it historically has 
done. However, it could also simply serve to rotate performing groups through 
a set of communities that are already well-served at home. Unfortunately, Cen- 
sus data provide no information on the number of performing groups that tour, 
the share of revenues derived from touring, or the geographic distribution of 
tours, and so cannot be used to distinguish between these two alternatives. 

Nonprofit Presenters, Key to Access, Are Located Throughout the Country 

Another way to consider the question of access is to focus on the organizations 
that present the performing arts before live audiences. In fact, leaving aside the 
question of touring, it is important to know who the presenters are and where 
they are located, because many of the performing organizations described 
above do not operate their own presentation facilities. It takes presenters as 
well as performers to deliver live art to audiences. 

According to the 1997 Economic Census, about 1,000 U.S. promoters operated 
performing arts, sports, or other recreational facilities as independent estab- 
lishments in 1997, just under 400 of which were nonprofit. Unfortunately, the 
Census data do not allow us to distinguish between performing arts venues and 
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other types of recreational facilities—but in any case the distinction may not be 
important because many of these facilities are used for varied events. On net, 
however, the Census data almost certainly greatly underrepresent total num- 
bers of live performing arts presenters, because so many of them are embedded 
within state and local governments or educational institutions. 

A better source of data on arts presenters in the United States is the Association 
of Performing Arts Presenters (APAP), which as of 1999 put its membership at 
roughly 1,600. According to a 1993 membership survey (APAP, 1995), approxi- 
mately 46 percent of respondents were independent nonprofit organizations, 
while another 38 percent were public or private educational institutions. Just 
1.2 percent of respondents were commercial for-profit organizations; a tiny 0.6 
percent were unincorporated. Note, however, that the APAP membership may 
not be representative of all presenters—for example, for-profit theater houses 
such as the Shubert and Jujamcyn chains are not members of APAP—so these 
numbers probably overestimate the relative proportion of nonprofit to for- 
profit organizations. 

Interestingly, the geographic distribution of arts presenters revealed by the sur- 
vey is fairly even. Equal numbers of respondents were located in small cities 
and large urban areas (36 percent), with smaller numbers located in rural areas 
(16 percent) and suburban areas (12 percent). The top three states represented 
were California, New York, and Ohio, but regional disparities, when controlled 
for population, were surprisingly low. This may reflect state and local govern- 
ment policies that have broadened access to the arts by supporting the creation 
of performing arts centers in regional hubs, small towns, and suburban neigh- 
borhoods across the country. It also reflects the important role played by highly 
geographically dispersed educational institutions in sponsoring and presenting 
the live performing arts. 

Educational Institutions Are the Most Common Type of Presenter 

Table 6.2, which offers a look at who the presenters are in terms of their organi- 
zational type rather than their tax status, shows that educational institutions are 
the most prevalent organizational type (37 percent). Arts and civic centers (13 
percent) and local arts agencies (7 percent) are also well-represented in the 
APAP membership. 

The large number of presenters connected to educational institutions suggests 
that the policies of colleges and universities may strongly influence the ability of 
live performing organizations to reach audiences. Many of the decisions about 
what gets performed and who performs it are being made by institutions that 
do not consider the performing arts central to their mission. In fact, more than 
40 percent of the survey respondents did not consider presenting arts programs 
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Table 6.2 

Membership of APAP by Category of Presenting Organization, 1993 

Number Percent 
Educational institutions 188 37 

Public or private college or university 179 36 
School or school district 9 1 

Performing arts facilities 145 28 
Performance facility 69 14 
Arts or civic center 68 13 
Culturally specific center 8 1 

Cultural series organizations 63 13 
Festival, fair, or cultural series 60 13 
Culturally specific arts organization 3 0 
Local arts agency 36 7 
Performing group/producer 11 2 
Museum, gallery, or library 7 2 
Other3 52 10 

TOTAL 502 100 

SOURCE: Association of Performing Arts Presenters (1995). 
NOTE: Percentages do not sum to 100 because some organizations are 
included in multiple categories. 
aThe category "Other" includes religious, business, union, and state 
and federal government organizations. 

to be central to their mission; rather, they considered the arts either distinct 
from or complementary to another mission. Many in this group were college 
and university presenters. 

Music and Dance Programs Are Most Likely To Be Presented 

In terms of programming activity, music, dance, theater, and opera/musical 
theater programs were most often reported by respondents to the APAP survey 
(see Figure 6.4). Musical programs were reported by 89 percent of respondents, 
76 percent reported dance programs, 71 percent reported theater programs, 
and 53 percent reported opera or musical theater programs. In terms of pro- 
gramming within art forms, popular genres such as rock and roll and jazz dom- 
inated musical programming, while modern and folk dance presentations 
dominated dance programming. Interestingly, the survey suggests that ballet is 
relatively more likely to be presented in small cities and rural areas, while the 
reverse is true for modern dance. APAP (1995) explains this in terms of compe- 
tition, arguing that urban areas are more likely to have their own professional 
ballet companies.16 

^"But urban areas are also more likely to have their own modern dance companies. An alternative 
explanation is that ballet is preferred to modern dance in more conservative rural communities. 
Relevant empirical evidence for this explanation, applied to opera, is presented in Pierce (2000). 
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Figure 6.4—Arts Presenters' Programming Activity by Discipline, 1993 

100 

The Recorded Performing Arts 

We know far less about firms that produce and distribute the recorded perform- 
ing arts (a category that includes broadcast live arts) than we do about firms 
that perform and present live performing arts, for the reasons described above. 
However, based on definitions provided by the Census Bureau, we can identify 
four categories of organizations relevant to the production and distribution of 
the recorded performing arts:17 

•     firms primarily engaged in producing and distributing musical recordings, 
in publishing music, or in providing sound recording and related services 

Classification and definitions are based on the North American Industrial Classification System 
(NAICS), which is used in the 1997 Economic Census. A large category we do not consider here is 
motion picture and video production and distribution, but (as noted above) we do not analyze the 
film industry here. The manufacture and distribution of musical instruments is also outside the 
scope of this analysis. 
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• firms that operate radio or television studios and facilities for the pro- 
gramming and transmission of programming to the public, as well as data 
on establishments that assemble television program material and transmit 
it over cable or satellite systems 

• firms primarily engaged in the wholesale distribution of prerecorded CDs, 
audio or video tapes, and phonograph records 

• firms primarily engaged in retailing new prerecorded audio and video 
tapes, CDs, and phonograph records. 

Most Recorded Arts Organizations Are For-Proflt 

By far the majority of organizations that produce and distribute the recorded 
performing arts are taxable. The 1997 Economic Census does not publish in- 
formation about nonprofit organizations within any of the classifications listed 
above, but, for broadcasting at least, we can estimate the number of nonprofit 
organizations on the basis of IRS data.18 As shown in Table 6.3, less than 20 
percent of broadcasting organizations were in the nonprofit sector. 

Recorded Arts Firms Are Concentrated in New York and California 

Geographically, the recording and broadcasting industries, like the live per- 
forming arts, are heavily concentrated in New York and Los Angeles, with a 
much smaller center of activity in Nashville, Tennessee. However, because the 
distribution networks for the products of these industries are nationwide, pro- 
duction location has very little effect on the geographic distribution of con- 
sumers. At least in urban areas, consumers in Hawaii and Florida have as much 
access to CDs and television programming as consumers in California or New 

Table 6.3 

Numbers of Recorded Arts Organizations by Activity, 1997 

Number of Number of 
For-profits Nonprofits 

Music recording and publishing 2,935 NA 
Broadcasting 8,789 1,549 
Music wholesalers 1,418 NA 
Music stores 8,158 NA 

SOURCES: U.S. Bureau of the Census, 1997 Economic Census and 
National Center for Charitable Statistics, 1998 Core File. 

18These data are taken from Form 990s filed by nonprofit 501(c)(3) organizations with annual rev- 
enues greater than $25,000. In radio, for example, they therefore include most National Public Ra- 
dio affiliates, but do not include the student-run station at the local university. 
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York.19 This is in contrast to the live performing arts, where production must 
occur in front of the audience, so that audience penetration is inversely corre- 
lated with geographic distance from production location. Further, as recorded 
arts products become smaller and more transportable and digital technologies 
allow consumers to share content across a growing variety of media devices, the 
locational freedom offered by the recorded arts is in growing contrast to the lo- 
cational constraints of the live arts. 

Industry Concentration in the Recorded Arts Is High 

What could be more of an issue—and possibly a concern—is the high degree 
of industry concentration in the recording, music publishing, and television 
and cable broadcasting industries, suggesting that entry barriers are high and 
competition may be limited.20 Almost half of the total income earned by 
television producers, for example, reflects the earnings of just four very large 
firms (Table 6.4). Similarly, four firms earned fully two-thirds of the total 
receipts of all integrated record producers and distributors in 1997, and 20 firms 
accounted for almost 100 percent of the total.21 In May 2000, the U.S. Federal 
Trade Commission (FTC) reached an antitrust settlement with the five largest 
record companies—representing approximately 85 percent of all U.S. CD 

Table 6.4 

Percentage of Receipts by Largest Recorded Performing Arts Firms, 1997 

Total receipts 4 largest firms 20 largest firms 
($l,000s) (percent) (percent) 

Sound recording 
Record production only 182,369 20.4 48.1 
Integrated record production and 

distribution 8,735,863 66.9 96.8 
Music publishing 1,368,407 48.5 73.0 
Recording studios 540,601 6.9 20.5 

Broadcasting 
Radio broadcasting 10,648,134 22.7 42.2 
Television broadcasting 29,777,076 48.6 71.3 
Cable distribution 45,389,578 42.3 74.3 

SOURCE: U.S. Bureau of the Census, 1997 Economic Census 

19In broadcasting there is still some issue about the influence of production location on pro- 
gramming (New York-based television producers may be more likely to showcase New York-based 
artists and companies, for example) but as long as the industry is competitive, producers must be at 
least somewhat responsive to their national consumer audience in order to stay profitable. 
20It is also worth noting that there has been considerable consolidation within these industries 
both nationally and internationally since the 1997 Economic Census was conducted. 
21More detailed analyses of the structure of the American popular music industry can be found in 
Sanjek and Sanjek (1991); Scott (1999) discusses why companies in the music business tend to 
cluster together. 
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sales—ordering them to discontinue their practice of coercing potential 
discounters into maintaining minimum advertised prices for CDs (FTC, 2000). 
But more than high prices, the concern is that concentration in the recorded 
arts industry will limit innovation. Some studies have found this to be true in 
the past (Peterson and Berger, 1996). 

To summarize our points about the current picture of performing arts organi- 
zations: As of the late 1990s, available data suggest that the live performing 
groups in the high arts are overwhelmingly organized as nonprofit organiza- 
tions, whereas groups that perform popular music are overwhelmingly for- 
profit. Performers are geographically concentrated in New York and California, 
but less so than the relative size of the populations of these two states might 
predict. Most performing organizations are small in terms of their revenues, 
and many rely primarily on voluntary labor from their communities, defining 
them as volunteer-sector organizations. With the exception of opera, the barri- 
ers to entry for new firms are not terribly high. Presenting organizations also 
operate primarily in the nonprofit sector, but a large fraction of them are em- 
bedded within higher education institutions. In contrast, the recorded arts are 
overwhelmingly for-profit, and are heavily concentrated both geographically 
and in terms of revenues. 

KEYTRENDS 

The Average Nonprofit Performing Group Is Getting Smaller; the 
Average For-Profit Is Getting Bigger 

Over the past two decades, the number of live performing organizations has 
grown significantly but their average revenues—at least in the nonprofit sec- 
tor—have not. As shown in Figure 6.5, the number of both nonprofit and for- 
profit performing groups increased between 1982 and 1997, but at very different 
rates. Whereas the number of for-profit performers expanded by 44 percent 
over the 15-year period (an annual average increase of 3 percent), the number 
of nonprofit performers increased approximately twice as fast (an annual aver- 
age increase of 6 percent). During this same period, the average revenue of for- 
profits measured in 1992 dollars grew by 13 percent (an annual average increase 
of less than 1 percent), while average real revenues of nonprofits actually fell by 
7 percent (an annual average decline of 0.5 percent). 

Because Census data over time represent a changing sample of performing or- 
ganizations, it is impossible to know whether declines in average revenues cal- 
culated from Census data imply declines for existing nonprofits or whether they 
reflect the entrance of many smaller groups into the nonprofit live performing 
arts. Regardless, in aggregate terms the trend has been toward more but smaller 
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Figure 6.5—Changes in the Number and Revenue Size of 
Performing Organizations, 1982-1997 

nonprofits and more but larger for-profits.22 Thus the relatively unconcentrated 
nonprofit sector is becoming even less concentrated, while the already 
concentrated for-profit sector is becoming more so. 

Patterns of Growth Differ by Sector and Discipline 

Annual growth rates in numbers of organizations disguise a variety of experi- 
ences across disciplines over the 1982-1997 period, most evident in the cate- 
gory "other music," where the number of nonprofit performers shot up by over 
9 percent (Figure 6.6). Increases in the numbers of nonprofit theater, dance, 
opera, and classical music performers were also significant, but less pro- 
nounced, ranging between 4.5 and 6 percent. On the for-profit side, there were 
fewer new organizations overall. The slow growth in the number of commercial 
dance groups is noticeable, but there were very few to begin with. 

22It is possible that some or even all of the apparent trend in number and average size of revenues 
of live performing arts nonprofits between 1982 and 1997 can be explained by improvements in the 
Census Bureau's ability to identify small nonprofit arts organizations. However, this would not ex- 
plain why the average real revenue for the growing number of for-profits is increasing. 
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Figure 6.6—Annual Increases in Numbers of Performing Organizations 
by Discipline, 1982-1997 

In terms of real revenue growth, illustrated in Figure 6.7, the fastest growing 
nonprofit category was opera, averaging almost 2 percent per year per com- 
pany. By the standards of most established industries, this was a healthy growth 
rate, confirming those who have claimed the existence of an "opera boom" over 
the past 15 years.23 The discipline with the greatest decline was "other music," 
which fell almost 4 percent per year per performing group. The extremely 
strong growth in the number of nonprofit performing organizations, combined 
with declining budgets particularly in nonclassical music categories, may 
suggest a new trend in the organizational dynamics of the performing arts 
world: a proliferation of niche-market performers within the volunteer sector 
who have either just come into existence or had been previously operating un- 
seen because they were unincorporated. 

In the for-profit sector only two of the disciplines actually experienced real rev- 
enue growth between 1982 and 1997: dance and nonclassical music. Of these, 
the more significant is the growth in average revenues of firms performing 

"Unfortunately, opera data are not available for the for-profit sector because of Census Bureau 
rules against disclosure of proprietary information. 
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Figure 6.7—Annual Change in Average Total Revenues for Performing Groups 
by Discipline, 1982-1997 

nonclassical music, which increased at a rate of 1.4 percent.24 As we noted 
above, the many musical groups within this category perform popular genres 
like rock, soul, and country and western, which appeal to a large and diversified 
audience. If these popular music firms are excluded from the for-profit total, 
the average change becomes negative (-0.3 percent) and the for-profit sector 
looks more like the nonprofit sector. 

Nonprofit Performing Arts Venues Are Proliferating 

Although consistent data over time on presenting organizations are lacking, 
formal and anecdotal evidence suggests that performing arts venues prolifer- 
ated in the 1970s, 1980s, and 1990s, especially in the nonprofit sector. For ex- 
ample, 1993 APAP data indicate that over one-third of all existing venues were 

24 This is because, as noted above, the number of for-profit dance groups is very small. 
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Figure 6.8—Establishment of Performing Venues by Decade, as of 1993 

built between 1980 and 1993 (Figure 6.8). One reason for the large numbers of 
venues built in recent years may be the growing emphasis placed by local and 
state governments, which are the major financers of many of these perfor- 
mance venues, on the economic benefits of the arts. Community development 
block grants, for example, are being used to finance the building of theaters, 
symphony halls, and all-purpose performing arts centers (Larson, 1997). Many 
of these newer facilities may be replacements for older facilities that have fallen 
into disrepair through the years. 

FUTURE ISSUES 

The data on organizations within the performing arts delivery system, although 
imperfect, not only characterize those organizations in terms of how many 
there are, how big they are, and what they do, they also point to what the deliv- 
ery system may look like in the future. These data, combined with case study 
evidence and popular press accounts, suggest four trends that are particularly 
worth noticing. 
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Dynamism of Small, Volunteer-Sector Performers 

The rapid growth of small, nonprofit, nonprofessional performing groups in all 
fields except opera suggests the growing vitality of community-based perform- 
ing arts in America. These groups, many of which have revenues well under 
$100,000, tend to emphasize local participation and rely heavily on volunteer 
labor provided by local artists and administrators. Some are brand-new organi- 
zations, but others may have only recently incorporated as 501(c)(3) organiza- 
tions, and so are only now being included in official statistics. Almost by defini- 
tion, these groups do not feature big-budget productions or celebrity artists. 

Music is the only discipline for which the data distinguish between high 
(classical) and popular or folk genres. Data from the "other music" category of 
the Economic Census suggest that many of the small musical groups that are 
proliferating do not perform classical music. Anecdotal evidence also suggests a 
high degree of nonclassical programming among other small performing arts 
groups. According to data collected by the research firm NuStats, almost 50 
percent of organizations involved in folk arts activities had annual budgets un- 
der $100,000, and fully one-third had budgets under $50,000 (Peterson, 1996). 

Rapid Growth of the Performing Arts Infrastructure 

The large number of new performance venues reported by APAP membership 
indicates that the performing arts infrastructure is still growing rapidly. But who 
will use these facilities? Many of the government-sponsored venues, for exam- 
ple, are built with the expressed purpose of providing space for small arts 
groups to perform but, ironically, many small groups cannot perform there be- 
cause the facilities were established as union houses and these low-budget 
groups cannot afford to pay union wages.25 In addition, once these facilities are 
built, will they be able to afford their day-to-day operating costs? We touch 
upon this question in the next chapter. 

Increasing Concentration of the Recorded Arts 

The for-profit music and broadcasting industries are among the most concen- 
trated U.S. industries, and increasingly they are merging with each other. For 
recorded music, concentration is on a global scale: Of the current top four ma- 
jor record labels (in 1999 there were six), just one is an American company. 

"We are indebted to Ben Cameron, Executive Director, Theatre Communications Group, for 
pointing this out. For a fuller discussion of the role that unions play in the performing arts, see 
Caves (2000). 
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Many analysts believe even more consolidation is in store, as the four majors 
continue to buy up midsized independents (Pollack, 2000). 

What will this mean for consumers? No one knows for sure, and the growing 
role of the Internet makes forecasting even more difficult. But past research on 
the music business suggests there is an inverse relationship between the diver- 
sity of popular music offerings and the degree of corporate concentration in the 
industry (Peterson and Berger, 1990, 1996). To the extent that this type of con- 
solidation limits competition and consumer choice, it is likely to raise antitrust 
issues for the commercial music sector. 

Impact of the Internet 

While increased concentration of the recorded arts industry could imply less 
choice and higher prices for consumers, in music (and soon maybe in other 
performing art forms as well) this tendency may be offset by musicians' and 
consumers' use of the Internet. Popular press accounts suggest that the Internet 
is allowing both musicians and consumers to circumvent the record company 
"gatekeepers" that have largely controlled access to music in the past. One pos- 
sible implication of the decline in importance of record company gatekeepers is 
an increase in the influence of web-based critics who may or may not be inde- 
pendent of the record companies. 

More immediately, while press accounts suggest record companies are coming 
to terms with music distribution over the Internet, independent distributors 
and retailers of recorded music are losing out (Stroud, 2000). Recent legal ac- 
tions seem likely to do little to prevent these organizations from hemorrhaging 
even more money. Will "bricks-and-mortar" music retailers go the way of the 
dodo? If so, what will it mean for consumers who are on the wrong side of the 
digital divide? 

Web-based technologies are also allowing once geographically restricted forms 
of art to reach new and far-flung audiences. For musical groups, the benefits of 
the Internet are particularly strong, because it allows audiences to actually lis- 
ten to their work and potentially even to buy it. But even for dance and theater 
groups, the Internet can be an important clearinghouse, allowing them to 
communicate with potential audiences and helping to create a community of 
support. Thus, at least potentially, the Internet is creating profitable opportuni- 
ties for small, niche-market for-profit arts organizations that had previously 
been dependent upon their local ethnic and cultural communities for support. 



Chapter Seven 

FINANCIAL SITUATION OF PERFORMING ARTS 
ORGANIZATIONS 

How to finance the performing arts—particularly, how to finance live perfor- 
mances of nonprofit theater, ballet, opera, and classical music—has been an is- 
sue for performing arts enthusiasts since at least the early 20th century. As 
noted in Chapter Three, by the 1920s even the wealthiest individuals were un- 
able or unwilling to take on sole financial responsibility for such high-cost per- 
forming organizations as symphony orchestras and opera companies. This de- 
velopment led to the creation of today's standard model for the nonprofit 
organization, in which a board of directors or trustees is empowered to oversee, 
but not wholly support, the financial health of the institution.l It was not until 
Baumöl and Bowen (1966), however, that the chronic nature of the problem 
professional live performing groups face in raising sufficient revenues to cover 
costs was widely recognized. Baumöl and Bowen's work, which argued that the 
live performing arts, unlike the recorded popular arts, can never entirely sup- 
port themselves in the marketplace, was a primary motivation for increased 
funding of the NEA, the increases in foundation funding that followed the Ford 
initiative, and, more generally, direct government funding for the arts.2 

In the decades that followed Baumöl and Bowen's work, professional nonprofit 
performing groups and presenters witnessed a dramatic increase both in the 
amounts and diversity of sources of contributed revenues. Direct federal sup- 
port has been a relatively small but significant part of the funding mix, leverag- 
ing private and state and local government support for the arts through a sys- 
tem of matching grants and grants-in-aid to states. Recently, however, as 
pointed out by Cherbo and Wyszomirski (2000), this system has begun to break 
down. The battle over continued funding of the NEA in the early 1990s provides 

*See, for example, Levine (1988). 
2Baumol and Bowen (1966) did not distinguish between nonprofit and for-profit live performing 
organizations in their analysis. In fact, many of their examples are taken from the for-profit Broad- 
way theater. Elsewhere, Baumöl and Baumöl implicitly argue in favor of government subsidies for 
Broadway (Baumöl and Baumöl, 1977; 1985b). 

77 
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vivid evidence of the controversy over government, and especially federal gov- 
ernment, funding of the arts. 

In this chapter we take a detailed look at financing patterns in the performing 
arts. We concentrate our discussion on the professional nonprofit live perform- 
ing arts—in part because that sector's financial problems are the subject of 
greatest policy concern, and in part because we have so little data on the for- 
profit live and recorded arts segments of the performing arts delivery system. 
Since voluntary-sector institutions receive most of their support in the form of 
volunteer labor and in-kind donations, finances have little relevance for them 
per se. 

After a brief discussion of key concepts and data issues, we describe the aggre- 
gate financial portrait of performing arts organizations today and show how 
that profile varies by discipline and how it is changing. To conclude, we discuss 
the strategies that both for-profit and nonprofit professional organizations have 
been using to address their financial pressures, and we identify some of the is- 
sues these strategies raise for the future. 

KEY CONCEPTS 

Whether they are part of the performing arts delivery system (and whether they 
operate in the live or the recorded segments ofthat system), there are several 
basic differences between the finances of for-profit and nonprofit institutions. 
As noted in the previous chapter, commercial firms are in business to make a 
profit and rely for their revenues on market earnings. Nonprofit organizations, 
on the other hand, in exchange for tax-exempt status and its prohibition on 
profit distribution, are organized to collect revenues from a wide variety of 
earned and unearned income sources.3 

For nonprofit as well as for-profit performing groups, earned income includes 
admission (box office) receipts, touring and institutional fees as well as earnings 
from unrelated business activities (concessions, food sales, gifts shops, etc.), 
and investment income.4 For the recorded arts, product sales and advertising 
slots substitute for admission receipts. Unearned income to the nonprofit 
sector consists of grants and contributions. These unearned revenues come 
from a variety of sources including federal, state, and local government, 
foundations, individuals, and businesses. 

3We use the terms "unearned" and "contributed" income interchangeably. 
4Income from investments is often treated as a separate category because it typically represents 
earnings from endowment (and is thus a form of deferred charitable giving). For simplicity, we in- 
clude it here as earned income and note, as we will demonstrate, that it constitutes a very small 
fraction of revenues. 
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In addition to their various forms of direct support, nonprofit organizations 
have two other sources of indirect support. First, like unincorporated organiza- 
tions, they receive support in the form of volunteer labor and in-kind dona- 
tions. Although difficult to estimate, these noncash benefits may be substan- 
tial.5 Second, under Section 501 of the Internal Revenue Code, contributions to 
501(c)(3) nonprofit institutions are tax deductible. The government contribu- 
tion to the institution is therefore equal to the tax revenues forgone in the 
amount of the private contribution multiplied by the contributor's tax rate. In- 
direct subsidies of this type include federal, state, and local taxes forgone from 
deductions to individual and corporate income taxes, and property gifts. This 
form of indirect government support far exceeds the amount of direct govern- 
ment support to the arts.6 

The combination of public and private support for the nonprofit sector, includ- 
ing the nonprofit performing arts, is a uniquely American phenomenon that 
can best be described as a public-private partnership (Hall, 1987). A particularly 
striking feature of the partnership is that the government's indirect subsidy to 
nonprofit institutions through the tax deductibility of contributions is targeted 
according to the wishes of individual donors rather than the government. With 
respect to the arts, this approach is in marked contrast to that of many Euro- 
pean countries, where government-directed support for the arts is a basic tenet 
of public policy (Schuster, 1994). 

Despite these differences in the source of their revenues, both for-profit and 
nonprofit institutions must, over the long run, operate within the constraints 
imposed by their total revenues. But whereas the expenditures of for-profit in- 
stitutions are constrained by their market earnings, the expenditures of non- 
profits are typically greater than their earned revenues. This difference, often 
referred to as the "earnings gap" (or sometimes the "income gap"), is made up 
by the various forms of unearned income described above. 

An important conceptual issue surrounding the earnings gap of nonprofit insti- 
tutions, including performing arts nonprofits, concerns the extent to which they 
are able to reduce their expenditures without sacrificing their basic missions. As 
we discuss in greater detail below, whether the problem of the earnings gap in 
the nonprofit performing arts is perceived to be severe depends greatly on the 
extent to which expenditures—and the underlying costs that drive them—are 
perceived to be under the control of the artistic directors and business man- 
agers of performing arts organizations. A second issue, which is primarily a data 

5See, for example, Colonna (1995). 
6Schuster et al. (1983) estimate that indirect subsidies make up two-thirds of all government sup- 
port to the arts. 
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issue, concerns the way that the gap is reported or calculated. Since nonprofit 
institutions have an incentive to manipulate the size of their earnings gaps in 
order to motivate fundraising campaigns, accurate calculation of the gap is not 
always straightforward. Nonetheless, nonprofit institutions are, over the long- 
run, subject to the same revenue constraints as for-profit institutions in deter- 
mining their total expenditures: i.e., their expenditures cannot exceed their rev- 
enues. 

Finally, no analysis of the financial situation of performing arts organizations 
would be complete without a reference to the "cost disease," a theory put for- 
ward by Baumöl and Bowen in their classic 1966 study of the economics of the 
performing arts. In that work, they asserted that, because dance companies, 
theater groups, opera companies, and orchestras cannot use technology to sub- 
stitute for increasingly expensive artistic labor, over time performing groups 
would see their costs per unit of output rising faster than the general price level. 
If, furthermore, performing groups are either unable or unwilling to raise ticket 
prices in tandem with these rising costs, their earnings gaps must grow larger 
over time. 

DATA SOURCES 

Ideally, tracking the finances of organizations within the performing arts deliv- 
ery system would require detailed information on earned revenues, unearned 
revenues, and expenditures. For earned revenues and expenditures, the sources 
are the same as those discussed in the previous chapter: the U.S. Census Bu- 
reau's Economic Census, the IRS Form 990 data on nonprofit organizations, 
and the information collected by various NSOs and industry associations. By 
and large, these sources contain considerably more information on revenues 
than expenditures. For unearned revenues, potential additional sources of in- 
formation are the surveys conducted by The Foundation Center (on charitable 
giving by foundations), the AAFRC Trust for Philanthropy (on charitable giving 
by individuals, presented in the publication Giving USA), Independent Sector 
(for volunteering and charitable giving by individuals), Business Committee for 
the Arts (on charitable giving by corporations), and various publications put out 
by the NEA, National Association of State Arts Agencies (NASAA), and Ameri- 
cans for the Arts (on grants provided by various levels of government). Unfortu- 
nately, only the NEA, NASAA, and Americans for the Arts separate performing 
arts data from data for other art forms, so we do not use the other sources here. 
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Before 1997, the Economic Census provided data on revenues plus annual and 
first quarter payroll for performing, presenting, reproducing, and distributing 
organizations classified by tax status, location, and firm size. In addition to the 
problems noted in the previous chapter, a major problem with using Economic 
Census data to track organizational finances is that, before 1997, they contain 
no publicly available information on expenditures other than payroll expendi- 
tures.7 This means they cannot be used to calculate a time trend of the differ- 
ence between total expenditures and revenues. In addition, although the 1997 
Economic Census data on performing groups and presenters include revenue 
breakdowns such as membership dues and fees, admissions, and shares of re- 
ceipts from concessions, before 1997 the revenue data consisted only of total 
revenues. 

The IRS Form 990 data, based on tax forms filed by nonprofit organizations or- 
ganized under Section 501 of the tax code, contain annual data on earned and 
unearned revenues as well as limited expenditure data for nonprofits with gross 
receipts in excess of $25,000. The Form 990 data provide considerable detail on 
the various sources of revenues for nonprofits, although they do not separate 
government grants from private donations. Moreover, as described in Chapter 
Six, since the early 1990s the IRS has adopted a very useful and consistent 
scheme for classifying nonprofit organizations. Unfortunately, the IRS non- 
profit data suffer from two big drawbacks. First, as we noted earlier, compre- 
hensive coverage of arts organizations did not begin until the early 1990s. Sec- 
ond, because of their highly disaggregated nature, the data require a significant 
amount of processing before they are suitable for analysis.8 

The NSOs and industry associations also collect financial information on their 
members. Although industry organizations for for-profit firms provide very 
limited expenditure data, associations of nonprofit performing and presenting 
firms seem to be the best source of detailed expenditure data for this sector. 
However, all the caveats described in the previous chapter still apply: the in- 
formation collected and reported varies (often substantially) across associa- 
tions; coverage is limited to member institutions, which tend to be large and 
well-established; data are generally not comparable over time; and published 
results are reported at a high level of aggregation. 

'However, the Census Bureau did put together a set of special tabulations from the 1987 Census for 
the NEA, and some of this information is reported in Westat (1992). The 1987 total expenditures 
data we report here derives from this source. 

°Data-entry errors or changes in the reporting or accounting procedures of individual organiza- 
tions, for example, can dramatically change calculations based on these data. These and other Form 
990 data issues are discussed in Froelich and Knoepfle (1996). 
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CURRENT PICTURE 

The Earnings Gap Is Still Substantial 

As shown in Figure 7.1, Economic Census data indicate the earnings gap for 
professional nonprofit performing groups is still substantial.9 Opera companies 
experienced by far the largest disparity between earned income and expenses, 
averaging $1.6 million each in 1997, with classical music organizations a distant 
second, averaging under $600,000 each. Note, however, that the category of 
classical music includes both symphony orchestras and chamber music groups; 
if there were corresponding data on symphony orchestras alone we might find a 
much higher average earnings gap. Other music groups, which include a 
medley of generally small folk and popular performers from the volunteer 
sector, had the smallest average gaps at $78,000. 
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Figure 7.1—Average Earnings Gap for Nonprofit Performing Groups, 1997 

9These data include information on some volunteer-sector groups that have formally incorporated 
as nonprofit organizations. 
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Contributed Income Has Been Making Up the Difference 

Fortunately—and perhaps not coincidentally—most nonprofit performing 
groups have managed to make up their earnings gaps through unearned in- 
come. How important is earned income to their total budgets? As Figure 7.2 
demonstrates, in 1997 it varied by discipline, ranging from well over 60 percent 
among nonprofit theater organizations to just over 50 percent for opera com- 
panies, symphony orchestras, and chamber ensembles. However, the earned 
income percentages for opera companies and classical music groups in particu- 
lar reflect the income they received from endowments that benefited from the 
strong U.S. stock market of the 1990s. If investment income is removed from 
the earned income calculation, the earned income percentages for opera and 
classical music fall to just 44 and 45 percent, respectively.10 This suggests that 
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Figure 7.2—Earned Income as a Percentage of Total Revenue, 1997 

10Omitting investment income has much less impact on the earned income percentages for the- 
ater, dance, and other music companies, which fall by just 3, 1, and 1 percentage points, respec- 
tively. 
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these organizations may be particularly vulnerable to sudden drops in the stock 
and other asset markets. In any case, with or without the inclusion of invest- 
ment income, these data suggest that nonprofit performing arts organizations 
could not operate at their current scale without generous contributions from 
supporters. 

Where, then, do nonprofit performing groups go to make up their earnings gap? 
As Figure 7.3 indicates, they rely on a diverse set of sources. The most important 
of these are private contributions from individuals, which constitute 15 percent 
of total revenues. Revenues from corporate and foundation sources each rep- 
resent about 7 percent of the total. Interestingly, direct government support 
constitutes the smallest fraction, with the NEA contributing on average just 1 
percent, and other government sources (primarily state and local governments) 
contributing 4 percent of total revenues. 
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Figure 7.3—Sources of Revenue for Nonprofit Performing Arts 
Organizations, 1997 
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KEYTRENDS 

Direct Public Funding Declined Through Most of the 1990s 

Direct government funding constitutes an important (although not the princi- 
pal) source of revenue for nonprofit performing groups. However, as shown in 
Figure 7.4, after correcting for inflation, federal arts funding has been trending 
downward since the mid-1970s, while state and local funding climbed until the 
early 1990s. Since then, total government funding has been declining until re- 
cently. n 

More striking than the downward trend in federal funding is the clear shift in di- 
rect funding from the federal to the state level, and increasingly to the local 
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Figure 7.4—Government Funding for the Arts, 1970-1999 

■"■^Until recently, data on government funding for the arts have not been reported in a compre- 
hensive or systematic fashion. Thus, the data in Figure 7.4, which are based primarily on NEA re- 
ports, use different starting points. 
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level. Grants from these different levels of government differ in average size, the 
characteristics of their recipients, and the rationales for which they are given.12 

In particular, state and local governments tend to focus less on the arts per se 
and more on the social and economic benefits to local communities when 
awarding grants. 

The subject of decentralization of government funding is known in the eco- 
nomics literature as "fiscal federalism," and has been popular for the last 20 
years in the United States (Oates, 1999). There are several instruments for carry- 
ing out policy in this area, including taxes, debt instruments (e.g., bonds), and 
intergovernmental grants such as block grants, which are a major component of 
the NEA's annual budget.13 The movement toward devolution of decisionmak- 
ing and financing to lower levels of government is motivated by the belief that 
local communities, which know local needs, can better use and administer 
funds for cultural programs than can the federal government. The sensitivity of 
state and local government funding for the arts to their constituencies is sug- 
gested by the fact that state arts agencies make approximately six times as many 
grants with less than twice as much money (DiMaggio, 1991). However, state 
and local arts council budgets are highly volatile and tend to vary both with the 
state of the economy and with the public's perception of the relative merits of 
various demands for taxpayer dollars (Brooks, 1997). To the extent that local 
arts organizations are reliant on local government funding, this situation may 
create substantial volatility in their budgets. 

Indeed, comparisons of overall funding levels among the various levels of gov- 
ernment do not provide a clear enough picture of the impact of state and local 
grants on local performing arts agencies because the populations these grants 
are designed to serve differ dramatically. Figure 7.5 demonstrates this point by 
comparing total funding and per capita funding for the arts from the NEA, the 
Georgia Council for the Arts, and the Atlanta Bureau of Cultural Affairs. Al- 
though the budget of the NEA is nearly 100 times that of the Atlanta Bureau of 
Cultural Affairs, the arts funding per capita is ten times higher for the latter than 
it is for the former. In other words, local government funding has greater fiscal 
impact on local communities than does federal funding. 

12The most detailed treatment of this issue is contained in DiMaggio (1991). Although DiMaggio 
suggests that the difference in federal and state funding patterns and priorities is less pronounced 
than one might expect, his conclusions are based primarily on evidence from the 1980s. 
13In fiscal 2000, for example, 40 percent of the NEA's $96.7 million budget was targeted for block 
grants. 



Financial Situation of Performing Arts Organizations    87 

$97.6 
90 — 

80 - 

70   
to 

M   R0   
o 

T3 

o  50 
(0 c 
M  40 
2 

30 

20 - 

10 - $5.4 

0 I         I $1.2 

National Georgia Atlanta 
Endowment    Council for     Bureau of 
for the Arts       the Arts Cultural 

Affairs 

a 
a 
ü 

a 
Q. 
CO i_ m 
ö 
D 

3.50 

3.00 

2.50 

RAND MR1367-7.5 

$3.00 

— 

2.00 - 

1.50 

1.00 
$0.69 

0.50 — $0.36 

National Georgia Atlanta 
Endowment    Council for     Bureau of 
for the Arts       the Arts        Cultural 

Affairs 

SOURCES: NEA, Georgia Council for the Arts, and Atlanta Bureau of Cultural Affairs, 2000. 

Figure 7.5—Fiscal Year 2000 Budgets and Appropriations per Capita for Arts 
Agencies at Three Levels of Government 

Private Contributions Have Been Climbing, but 
Funding Practices Are Changing 

Private contributions from individuals, business, and foundations together 
constitute the final source of unearned revenues for nonprofit arts organiza- 
tions. As shown earlier in Figure 7.3, contributions from individuals are the 
largest of these sources—approximately twice the size of foundation grants and 
contributions from business. As demonstrated in Figure 7.6, the average contri- 
bution from each of these sources has generally been increasing, although not 
without some interruptions. For example, contributions from these sources 
were relatively flat from 1987 through 1992, no doubt reflecting the moderate 
recession during that period. 

Contributions from individuals increased more than any other single source of 
philanthropic support, particularly between 1992 and 1997. Overall, however, 
common intuition among arts administrators is that these totals reflect greater 
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Figure 7.6—Philanthropic Giving to the Arts, 1977-1997 

numbers of small donations rather than increased donation amounts from in- 
dividual donors. Indeed, as generous individual patrons of the arts get older, the 
charitable sector has become increasingly concerned about who will replace 
them (Balfe, 1989). Arts organizations are also facing higher costs of fundraising 
as they pursue a greater number of individual donors. 

Financial support from corporations has generally been increasing, but their 
funding practices appear to be changing. Corporate donors have moved away 
from unrestricted grants and are increasingly providing support in the form of 
targeted categorical support—limiting the flexibility of the arts organizations 
that receive it (Useem, 1990; Cobb, 1996). Similarly, although support to arts or- 
ganizations from foundations has increased, foundations have also become in- 
creasingly focused on the effect of their grants on increasing access to the arts 
and on the broader benefits they provide (Renz and Lawrence, 1998). 

In sum, although private philanthropy has played a critical role in sustaining 
the nonprofit performing arts over the past two decades, changes in funding 
patterns at the individual, foundation, and corporate levels have increased the 
costs of raising this money and placed new constraints on how nonprofit firms 
may use those funds. 
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Earned Income Has Been Stable and Costs Do Not Appear to Be Rising 

Despite anecdotes about empty concert halls and unsold ballet tickets, aggre- 
gate trends in earned income for nonprofit performing groups display no clear 
long-term trend. As shown in Figure 7.7, earned income as a percentage of total 
revenues for the nonprofit performing arts followed no clear upward or down- 
ward trend. By and large, this is also true for each of the four arts disciplines. 

Although this comparison suggests that the earnings gap facing the professional 
nonprofit performing arts sector has not been increasing, it also means that it 
has not been shrinking. Thus, nonprofit organizations appear to be about as 
dependent upon contributed income as they have been in the past. Moreover, 
this is true despite intensive efforts at marketing and audience development, 
and despite sharp rises in the cost of tickets. Average ticket prices for symphony 
orchestras, for example, increased 70 percent between 1985 and 1995.14 

Unfortunately, Census data do not include information on numbers of perfor- 
mances or seats sold, so we cannot look at what has happened to per-unit costs 
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Figure 7.7—Earned Income as Percentage of Total Revenues, 1977-1997 

14. This figure is based on data from the American Symphony Orchestra League. 
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for the universe of live performing arts organizations during the 1990s. How- 
ever, as shown in Figure 7.8, changes in the average real total expenditures of 
nonprofit performing companies (measured in 1992 dollars) varied consider- 
ably by discipline during the period 1987-1997.15 Nonprofit classical music or- 
ganizations, for example—mostly symphony orchestras—saw very large cost 
declines, averaging almost 3 percent per year over the ten-year period. Opera 
companies, on the other hand, saw their average costs rise by over 2 percent per 
year. On net, movements in costs across these disciplines tended to cancel each 
other out. 

Nonprofit Performing Groups Remain Under Financial Pressure 

Because the data presented in Figure 7.8 have not been adjusted to reflect out- 
put measures such as numbers of performances or attendees, positive or nega- 
tive changes could simply represent changes in output per company rather 

RAND MRI367-7.8 

SOURCE: U.S. Census Bureau, 1998 Economic Census. 

Figure 7.8—Annual Percentage Changes in Average Real Expenditures of Nonprofit 
Performing Arts Companies, 1987-1997 

l^Lack of data for the category "other music" precludes its inclusion here. 
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than changes in the cost of producing a fixed output, such as a performance. 
For example, the increase in average total expenditures of opera companies 
portrayed in Figure 7.8 could reflect an increase in the number of performances 
per opera company. Alternatively, average real expenses, like the changes in av- 
erage real revenues reported in the previous chapter, could reflect the entrance 
or exit of small, low-cost companies into and out of the field.16 Unfortunately, it 
is impossible to tell from existing data. In all likelihood, both of these factors— 
changes in output per company and changes in average company size—are 
operating. 

An important question raised by these data is to what extent nonprofit perform- 
ing companies can cut costs and still remain faithful to their artistic and other 
missions. A related question is whether rising costs should be seen as a sign of 
financial health or financial weakness. The key to both questions lies in the 
various strategies that performing companies have available to them in the face 
of incipient cost escalations, earned revenue declines, changes in the magni- 
tude or focus of unearned revenues, or any combination of the three. 

For-Profit Firms Also Face Increasing Financial Pressures 

Up to now, our discussion in this chapter has focused on professional nonprofit 
live performing groups. It is important to note, however, that for-profit firms 
are also facing financial pressures. Although we lack systematic data on these 
firms, industry estimates suggest that for-profit firms involved in the produc- 
tion of the recorded arts have seen both the risks and the potential rewards 
from projects soar (Vogel, 1998). Although the payoff from blockbuster hits has 
become enormous, fewer projects in the commercial sector are earning enough 
to cover their production, marketing, and distribution costs. Nine out of ten 
commercial recording projects, for example, fail to break even. Two-thirds of 
commercial films are money losers, as are 70 percent of all theater productions 
(Vogel, 1998). In the face of rapidly evolving technologies and global competi- 
tion, the shape of the commercial arts world is undergoing reconstruction as 
firms merge and enter into joint production agreements. In music, for example, 
as we mentioned in the previous chapter, the traditional six major recording la- 
bels have now been reduced to four, and some analysts have predicted further 
mergers are still to come in the next few years (Strauss, 2000). 

This interpretation, however, would seem to indicate that the nonprofit classical music industry 
had the greatest number of new entrants, which is inconsistent with the evidence presented in 
Chapter Six. 
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Organizations Are Using Multiple Strategies to Deal with Financial 
Pressures 

There is a good deal of evidence to demonstrate that the business managers 
and artistic directors of performing arts organizations—both for-profit and 
nonprofit—pursue a number of strategies to deal with financial pressures. Al- 
though we have no systematic data, many case studies of individual organiza- 
tions have documented these efforts, which include both cost-cutting and 
revenue-enhancing strategies. In addition, a few recent studies also point to the 
adoption of creative new financing strategies. 

On the cost side, strategies include: 

1. Reducing real wage growth 

2. Choosing productions or pieces that require fewer artists and /or fewer 
scene changes 

3. Hiring fewer expensive guest artists 

4. Avoiding newer works to avoid royalty payments to creators 

5. Cutting rehearsal times 

6. Developing productions in low-cost locations. 

On the revenue side, strategies include: 

7. Producing lavish programs featuring celebrity artists to attract large audi- 
ences (blockbusters) 

8. Producing familiar, traditional programs ("warhorses") designed to attract 
large audiences (the "Nutcracker" strategy) 

9. Tying primary programming to sales of auxiliary products such as T-shirts, 
collectibles, etc. 

10. Increasing the number of performances of the same production 

11. Maximizing the audience per performance by increasing the size of per- 
formance venues 

12. Targeting niche markets that have predictable, loyal audiences. 

On the financing side, strategies include: 

13. Productions jointly financed by firms in the for-profit and nonprofit sec- 
tors 
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14.   Adoption by nonprofits of commercial financing techniques such as for- 
profit subsidiaries or charitable component mutual funds.17 

In the next section, we describe several of these strategies and the kinds of or- 
ganizations that are most able to take advantage of them. As we point out, the 
size of an organization's budget often determines which strategies will be most 
effective. Midsized organizations, for example, tend to find it more difficult to 
reduce labor costs than large organizations do, for reasons we describe below. 

In making size distinctions, however, we cannot be too precise. We cannot de- 
fine small, midsized, and large organizations based on arbitrary dividing lines 
between the sizes of their budgets, because such lines would differ over time, 
across disciplines and sectors, and across function within the performing arts 
delivery system and across locations.18 Therefore, as a rough guide, for this 
analysis we define a midsized live performing organization as one that relies on 
predominantly professional—that is, paid—artistic personnel and has a formal, 
paid administrative staff (probably including an artistic director and/or busi- 
ness manager, a development director, and various clerical workers), but is not 
in the very top ranks of its field. For example, with respect to the orchestra clas- 
sifications used by the American Symphony Orchestra League (ASOL), our cate- 
gory "midsized" would include most "regional," "metropolitan," and "urban" 
orchestras (with 1991 budgets of between approximately $650,000 and $8.5 mil- 
lion), whereas our category "small" would be the volunteer-sector orchestras 
that the ASOL calls "community" orchestras, and "large" would comprise 
"major" orchestras. A small recorded arts organization would be a firm that has 
roughly 1 to 50 paid employees; a large firm would have over 500 paid em 
ployees. 

Wage-Based Cost Control Strategies (Strategy 1) Disadvantage Midsized Per- 
forming Organizations. Baumöl and Baumol (1985a) suggest that one common 
strategy for controlling cost growth in nonprofit performing companies is to cut 
the real salaries of both artists and managers by allowing nominal salary in- 
creases to fall below the rate of inflation. In fact, during periods of high infla- 
tion, there is evidence that this approach has been widespread across both 
nonprofit and for-profit organizations in service industries such as health and 
education. It has been less often used, presumably because it is less effective, 
when prices have been relatively stable.19 

17These are mutual funds that would link personal investment with contributing to the arts. For 
examples of these and other financing techniques being explored by nonprofits, see Williams 
(1998). 
18Given differences in the cost of living, a $2 million budget in New York City might be regarded as 
small, but the same budget in Fargo, North Dakota, would be considered large. 

^See, for example, Baumöl (1996). 
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In the performing arts, union contracts preclude many, if not most, large and 
midsized performing companies from either reducing nominal wages or down- 
sizing union labor, so that financial pressures tend to fall most heavily on non- 
union personnel (at least initially). When this happens, large performing com- 
panies have an advantage over midsized ones, because they tend to have a 
larger volunteer base from which they can draw for administrative, and some- 
times also artistic, labor (Blau et al., 1986). Because large organizations tend to 
have lengthier series of identical programs per season, they are also better able 
to economize on artistic personnel costs by holding fewer expensive rehearsals 
(Schwarz, 1983)—although this strategy may work better in some disciplines 
than others. Small volunteer sector organizations, since they tend to rely heavily 
on volunteers in the first place, are less likely to suffer escalating personnel 
costs. 

Reducing Production Size and Eliminating Guest Stars (Strategy 2) Is Likely To 
Shrink Audiences. Baumöl and Baumol (1985a) provide some insight into the 
"shrinking the size of productions" strategy, showing that between 1946 and 
approximately 1976, Broadway theater companies reduced the average cast size 
for nonmusical productions from 16 to 8. Unfortunately, we have no hard data 
to show whether this trend has continued, but we do have some supportive 
anecdotal evidence.20 Dunn (1984), for example, describes how, during the re- 
cession of the early 1980s, some Broadway producers limited the size of both 
casts and crews and chose only to produce shows with minimal sets. Dunn also 
describes the concessions made by the theatrical unions during this time, 
which included reductions in staffing as well as reductions in wage rates. More 
recently, Phillips (2001) argues that the very definition of a "large-cast" play in 
the nonprofit theater has shrunk from approximately 30 to 35 actors in the 
1960s and 1970s to somewhere between 8 and 12 actors in the late 1990s. 

The production-shrinking strategy is probably most common among mid- 
budget performing groups. Ironically, according to Phillips, most large-cast 
plays are produced at low-cost, non-union theaters and performance spaces 
that seat fewer than 100. The big-budget companies also put on big 
productions, with elaborate sets and large celebrity casts, in the expectation 
that large audiences will allow revenues to outstrip costs. But although mid- 
budget companies, like big-budget groups, must cope with union payscales and 
significant administrative overhead costs, unlike their larger cousins they could 
risk bankruptcy with the commercial failure of a single big production. 

on iu For example, although the Theatre Communications Group publishes annual "season preview" 
listings of its members' productions, no cast size information is provided. See Heilbrun (2001b) for 
reprint of data misprinted in original Baumöl and Baumol (1985a) article. 
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Unfortunately, as we discussed in Chapter Four, minimalist approaches toward 
productions may end up shrinking audiences by more than they shrink costs. 

Only Big Budget Organizations Can Afford High-Cost Productions and 
Celebrity Artists (Strategy 7). In order to attract large audiences, organizations 
must spend heavily on advertising and promotion. They have found that the 
presence of "bankable" stars greatly improves their chances of success by 
bringing with them preestablished audiences. In fact, our anecdotal evidence 
suggests that both live and recorded arts organizations—if they have the bud- 
gets for it—are now choosing programming strategies featuring blockbuster 
productions and star-studded casts (Pogrebin, 2000a and 2000b). 

Of course, the origins of this strategy are not new: Prima donnas such as Jenny 
Lind and Adelina Patti were heavily and successfully promoted to American 
audiences in the mid-19th century. But marketing campaigns and superstars 
are expensive and getting more so, causing the breakeven point for profitability 
to rise. As a result, many for-profit firms have decided that bigger is better, and 
merger and acquisition activity in the entertainment industry has exploded in 
the mid- to late-1990s. Many nonprofit performing organizations are also be- 
ginning to face a situation in which they must either maximize the size of their 
audience or refocus their programming in order to survive.21 

Although not yet evident in Economic Census data, one reason may be that un- 
certain funding streams, as described in a previous section of this chapter, are 
forcing nonprofit organizations to rely more than ever on earned income. An- 
other reason is that contributors, and particularly foundation and corporate 
contributors, are increasingly looking for evidence of audience penetration as a 
condition for receiving the funding they do provide (Useem 1990; Renz and 
Lawrence, 1998). But this increased reliance on the market bears a cost: more 
money spent on marketing, splashy shows, and star-studded programs. This 
strategy in turn requires even bigger audiences to support the resulting cost in- 
creases, and so on—creating an upward spiral of audience and budget growth. 
Like the for-profit firms, in such an environment only the biggest firms can 
survive. 

Increasing Reliance on Warhorse Programming (Strategy 8) Is a Widespread 
Revenue-Building Strategy. One of the most frequently expressed charges 
against performing companies, and especially mid-budget organizations, is that 
increasingly they are relying on "warhorse" programming—that is, traditional 
works beloved by general audiences—to increase their box office and please 

2 audience or client size maximization is frequently posited to be a major objective of nonprofit 
firms. See, for example, Newhouse (1970) and Hansmann (1981). Lange et al. (1986) provide limited 
empirical evidence for this trend. 
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contributors. From the perspective of those who place a high value on artistic 
innovation this complaint is understandable, but the practice has been around 
for a long time. A major reason is that, as we discussed in Chapter Four, a ma- 
jority of the people who attend live performances are "casual attendees" who 
are much more likely to be attracted to traditional works than to more innova- 
tive fare. The question is whether underlying changes in the funding environ- 
ment, as well as in the sociodemographics of audiences, have caused compa- 
nies to rely more on warhorses than they used to. 

In one of the few studies bearing on this issue, Pierce (2000) uses data on 64 
members of OPERA America to explore the impact of variations in local culture 
and sources of contributed income on programmatic risk-taking and experi- 
mentation in opera. Using the frequency of an opera's performance between 
1989 and 1994 as a measure of its risk, he finds that the relative wealth and edu- 
cational level of the local population is positively correlated with risk-taking. 
For instance, the wealthier and better educated the local community, the more 
likely an opera company is to perform Wagner's Siegfried rather than Puccini's 
La Boheme. Even more interesting, Pierce finds that federal government sup- 
port (from the NEA) is positively correlated with programmatic innovation, 
while local government support is even more strongly positively correlated with 
programmatic conservatism. 

Pierce's findings are consistent with the view that Americans' interest in inno- 
vative programming should increase as they become wealthier and better edu- 
cated. However, his work also suggests that recent increases in state and local 
support for the arts, relative to federal support, may adversely impact artistic 
innovation. Which effect is dominant? Research by Heilbrun (2001a) throws 
some additional light on the matter. Heilbrun analyzes programming data from 
the growing OPERA America membership for selected years between the 1982- 
1983 and 1997-1998 seasons. Based on measures of the diversity of the aggre- 
gate opera repertory in each year (number of productions times number of 
companies), Heilbrun finds evidence of a distinct decline in the diversity of 
American—but not Canadian—opera company repertory beginning in the 
1991-1992 season, and specifically a significant decline in the number of 20th 
century operas produced. Although several explanations are possible—and the 
time period considered is rather short—Heilbrun's results are consistent with 
the view that American opera companies have been shifting their programming 
toward a more popular, less demanding repertory in response to changing 
funding patterns. In Canada, where public support for opera is far more gener- 
ous, no such shift has occurred.22 

Rising production costs and the high cost of commercial failures may incline private investors 
and perhaps even private donors to favor warhorse programs as well. 
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Replication Strategies of Performing Groups Have Had Mixed Success 
(Strategy 10). Increasing the number of performances of the same production 
can be seen as either a cost-cutting or revenue-enhancing strategy. If effective, 
it spreads the fixed costs of production over a larger revenue base. However, if 
fixed costs rise significantly as a result of the replication, the resulting cost 
growth can swamp any positive increments to revenue. 

A traditional way to pursue this strategy is to take the show on the road because 
touring enables companies to dip into their established repertoire without 
having to develop new material. Indeed, touring has been a mainstay of all 
types of performing arts companies since colonial times (Butsch, 2000). How- 
ever, it by no means provides an automatic boost to net income.23 For example, 
although 75 percent of respondents to a 1990 survey conducted by Chamber 
Music America reported some touring activity, just 55 percent claimed it had 
been profitable for them. Another 12 percent reported that they had actually 
lost money on the tour. According to the authors of the report, the biggest and 
best-known ensembles were more likely to have profitable tours because they 
were better able to market themselves to presenters and audiences (Chamber 
Music America, 1992). 

In a variation on this theme, Cowan (1987, p.24) refers to the growing popular- 
ity of the "second home" concept, whereby instead of or in addition to touring, 
a performing organization "produces a regular recurring schedule of perfor- 
mances in a location other than its home base and seeks an ongoing relation- 
ship with that community." However, cities that are potential "second homes" 
generally prefer to host established companies with strong artistic reputations. 
And of course, the strategy doesn't always work: One of the most famous com- 
panies to adopt this strategy, the Joffrey Ballet, experienced severe financial 
problems in the early 1990s despite (or perhaps because of) part-time homes it 
had established in New York and Los Angeles (Smith, 1995). 

Broadway theaters have long relied on the economies of scale of a successful 
run to lower costs and achieve profitability, but the average size of the Broad- 
way audience used to be smaller. Moreover, as shown in Figure 7.9, the distri- 
bution of runs on Broadway has changed. During the 1920s slightly more than 
10 percent of productions folded immediately (after less than 10 performances); 
well over 75 percent fell into the middle range between 10 and 300 perfor- 
mances. Less than 5 percent were "smash hits" (plays that ran for more than 
300 performances), and none ran for more than 450 performances. By the 
1960s, however, there had been a substantial rise in the number of productions 

23In fact, in many cases touring may not be perceived as a cost-reducing (or for that matter, rev- 
enue-enhancing) strategy, at least in the short-term. Many performing groups consider touring a 
matter of prestige—and of mission. 
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Figure 7.9—Distribution of Performances for Broadway Plays, 1927-28 
and 1959-60 Seasons 

that attracted large audiences. Almost 25 percent of productions folded before 
they achieved 10 performances, but almost 20 percent ran for more than 300 
performances. 

By the mid-1990s, the growing fixed costs of advertising had further exacer- 
bated Broadway's tendency to divide between smash hits and outright flops.24 

Vogel (1998) estimates that, as of approximately 1995, a play with running costs 
of $100,000 per week, average ticket prices of $30, and seating of 500 required 
an average capacity utilization of almost 85 percent (417 paying audience 
members per performance) just to break even. This compares to a break-even 
capacity of 55 percent estimated by Moore (1968) for the early 1960s. But de- 
spite the fact that the odds against seeing a positive return on investment are 
now well over 2 to 1, individual investors and large entertainment companies 
continue to be attracted to Broadway. This is because, when shows are success- 
ful, they are very successful: According to Vogel (1998, pp. 382-383), as of 

24 The cost of putting on a Broadway production rose by approximately 100 percent between the 
early 1980s and the mid-1990s (Vogel, 1998). 
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February 1989 the hit musical Cats, for example, had earned more than 11 times 
its initial investment from its North American box office alone. 

This boom-or-bust pattern is more evident in the recorded segment of the per- 
forming arts industry, for which increasing replication of the same product is 
always a goal. For example, according to Denisoff (1975), in 1968 the average 
popular music album had to sell approximately 7,800 copies to break even. By 
the early 1980s, the number had risen to 100,000 copies (Garvin, 1981). Vogel 
(1998) estimates that, as of the 1990s, perhaps no more than 10 percent of all 
new releases made money. But these 10 percent were generally profitable 
enough to offset the losses on the other 90 percent. Similarly, the high fixed op- 
erating costs for radio and especially television networks meant that the gain or 
loss of a few prime-time rating points could trigger either immense profits or 
immense losses. 

The strategy with perhaps the greatest potential for reducing per-unit costs and 
increasing revenues for midsized and larger live performing arts firms is to in- 
crease the size of the performance venue. For many performing organizations 
this has apparently been achieved to great effect through electronic amplifica- 
tion, which is allowing both small groups and single artists to play to much 
larger halls. Again, although systematic data are missing, anecdotal evidence 
abounds that audio technologies such as body microphones have become 
common not only at large theaters (roughly 500 seats and up) but also at mid- 
sized theaters (200 to 500 seats).25 Even some opera houses and concert halls 
are apparently beginning to succumb to the lure of electronically enhanced 
acoustics, which, according to some observers, American performing arts audi- 
ences are beginning both to expect and demand (Tommasini, 2000a). 

Of course, the ultimate increase in size of "venue" involves either replicating 
productions through recorded media or broadcasting them live over radio or 
television. Here music clearly has a great advantage over other art forms such as 
theater or dance. From the 1940s through to the 1980s, many of the most influ- 
ential advances in music recording technology—such as long playing records, 
hi-fidelity sound, magnetic tape, and digital recording—were developed in an 
effort to capture the audio-dynamics of, and thus the audience for, live orches- 
tral music (Frith, 1986). But, at least in recent years, actual income from broad- 
casting and recording has been a relatively small contributor to the total rev- 
enues of most symphony orchestras. Data on 173 members of ASOL reveal that 
broadcasting and recording as a percentage of total income hovered around 2.2 

25See, for example, Phillips (2001). 
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percent between 1988 and 1990.26 For opera companies, per-company average 
revenue from broadcasting fell from 2.4 percent of total income during the 
decade of the 1980s to just 0.1 percent of total income from 1990 to 1998 
(OPERA America, various years). 

The outlook for the future is grim. According to von Rhein (2000), where once 
the market for recorded classical music contained six multinational recording 
giants, now there are only three, each of which is drastically cutting back its 
classical music divisions. The reason is their unprofitability: BMG Classics, for 
example, a subdivision of the giant Bertelsmann media conglomerate, report- 
edly lost $6 million in 1999. In response to the cutbacks, some orchestras have 
tried to create their own labels, but they have generally not been successful in 
attracting consumers. In the case of opera, recordings of selected scenes and 
arias sung by individual opera stars have done quite well on the classical music 
charts, but opera companies have been forced to seek corporate sponsorship to 
pay for recordings of entire operas (Johnson, 2000; Tommasini, 2000b). 

Large Nonprofits Are Increasingly Adopting For-Profit Business Models To 
Stabilize Revenues (Strategies 9 and 13). As their productions grow larger and 
splashier and as the celebrity artists that ornament these productions grow in- 
creasingly more expensive, many large nonprofits are exploring some of the 
same revenue-enhancing and financing techniques that have long been popu- 
lar among for-profit firms from Hollywood producers to sports shoe manufac- 
turers. Merchandising, for example, has become big business. T-shirts and cof- 
fee mugs display not only the title of the latest show, but, for marquee compa- 
nies like the New York City Ballet, the name of the company itself. Like Reebok 
or Nike, New York City Ballet's name has become an exploitable brand name, 
soon to be stamped on little girls' leotards, shirts, and shorts sold across the 
country (Dance Magazine, 2001). 

Large nonprofits are also becoming more creative with their financing. In the- 
ater, for example, many nonprofit regional and off-Broadway theaters now ac- 
cept "enhancement money" in return for acting as testing grounds for potential 
future commercial runs.27 According to the President's Committee on the Arts 
and Humanities (1997), 44 percent of the new plays produced on Broadway be- 
tween 1975 and 1995 originated in the nonprofit sector. Perhaps the most 
prominent recent partnership between nonprofit theater and the for-profit 
world—although not, in this case, Broadway—is the one between New York's 
Roundabout Theater Company and American Airlines. American's $8.5 million 

2bWe recognize that these figures are averages across all symphonies and the returns to some es- 
pecially prominent orchestras may be somewhat higher because of their reputations. 
2'Note that not every arrangement of this sort involves enhancement money. 
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payment helped to underwrite a $25 million refurbishment of Roundabout's 
new 750-seat American Airlines Theater on West 42nd Street (Pogrebin, 2000a 
and 2000b). According to at least some observers, resident theaters' pursuit of 
Broadway-style success has resulted in minimal distinctions between nonprofit 
and for-profit programming, with both sides of the 501 (c) (3) aisle now pursuing 
the safe and familiar, rather than the artistically innovative and financially risky 
(Landesman, 2000; Brustein, 2000). Others, however, believe this trend to be 
less applicable to small nonprofits, which are more innovative in their pro- 
gramming. 

For Small Commercial and Nonprofit Organizations, Niche Markets Are an 
Answer, but Not for Midsized Groups (Strategy 12). Anecdotal evidence also 
suggests that the goal of large-scale replication of star-studded programs and 
products is moving beyond the reach of all but the largest organizations. For 
many small for-profit and especially volunteer organizations, this is not a con- 
cern: Their programming strategies focus on niche rather than general audi- 
ences. In the for-profit recorded music sector, for example, small independent 
record producers and labels representing distinct musical styles commonly act 
as intermediaries between artists and the major record companies (Vogel, 
1998). Although most are still dependent on the major labels for their initial fi- 
nancing and for the manufacturing of CDs, the advent of Internet technologies 
may allow some of these firms (and many more individual artists) to circum- 
vent the majors by creating their own web-based rather than CD-based distri- 
bution systems. The Internet already is allowing them to market themselves and 
their artists directly to potential consumers scattered across the country—and 
across the world (Vogel, 1998; Gomes, 2000). 

Most volunteer-sector performing companies are even less able and generally 
less interested than for-profits in competing for the superstars or creating the 
blockbusters that would put them in front of mass audiences. By definition, 
their performances and productions draw heavily on the large pool of low-paid 
or volunteer nonprofessional artists that live and work in their local communi- 
ties.28 They may or may not be incorporated as formal 501(c)(3) corporations 
under the U.S. Tax Code. By far the majority do not have their own permanent 
performance spaces, and they tend to be heavily reliant on the artistic vision 
and management skills of individual founders (Jeffri, 1980; Bowles, 1992). 

This is not to say, however, that volunteer-sector performing groups as a whole 
do not want to grow, or that they do not want to reach beyond their current 
niches to attract bigger audiences. But many are committed to experimental art 

2°As discussed in Chapter Five, the term "nonprofessional" simply describes artists whose primary 
incomes do not come from the arts. It does not necessarily denote lack of professional training or 
artistic ability. 
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forms or art forms that draw on a non-European ethnic or cultural heritage, and 
are strongly opposed to "mainstreaming" their programs in ways that might be 
required to attract larger and more diversified audiences (Yoshitomi, 1991). Still 
others have tried to grow, or even have achieved some growth, only to be forced 
to downsize again in response to the vagaries of funders and the market. 

The field of modern dance provides a good example of the obstacles to growth 
facing small performing groups that lack a potential audience that is easily 
reached and economically significant.29 As described by Jeffri (1980), and we 
believe it is still true today, most modern dance groups do not have the capital 
to purchase or lease their own permanent performance spaces. Lack of a per- 
manent home limits their potential for earnings growth in at least two ways: It 
makes them heavily reliant on touring, which typically involves fixed contrac- 
tual fees for performances rather than box office ticket sales, and it restricts 
their ability to capitalize on a successful run because engagements are limited. 
Further, because modern dance companies are constantly on tour, they can 
find it difficult to build local constituencies for their work. This in turn makes it 
difficult to raise the capital necessary to establish a permanent performing 
space. A vicious cycle is created. 

However, as Jeffri and others have emphasized, an even worse situation may be 
created when public and private funders "artificially" inflate small companies' 
budgets with large capital infusions. For example, according to Jeffri (1980, p. 
62), one of the implicit (or sometimes explicit) conditions for accepting gov- 
ernment funding is expansion of a company's scale of operations, whether it is 
ready, willing, or able to do so, and whether there is demand for its increased 
output in the long term. Quoting from Siegel (1977) with respect to dance, Jeffri 
reports: 

Dance is on a six-lane escalator with a two-lane road at the top. Since the ad- 
vent of government subsidy ... all dance companies have been under pressure 
to expand their operations—to do more performances so they can reach more 
audience, which will produce bigger budgets and more employment for 
dancers. 

Bowles (1992, p. 61) reports a similar phenomenon in the context of small, eth- 
nically specific arts organizations, which are "reaching maturity at a time when 
funding from all sources has leveled off or is undergoing severe cutbacks." Re- 
sponses to a 1990 survey of more than 1700 such ethnically specific organiza- 
tions (including visual and multidisciplinary arts organizations) indicated that 
many were being forced to cut back on personnel as well as programs during 

The modifier "economically significant" is important here because lack of financial support does 
not necessarily imply lack of interest. This is especially relevant to organizations based in economi- 
cally disadvantaged communities. 
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the period because their earned and contributed income growth failed to catch 
up to cost growth. 

In sum, focusing on niche markets can work well for small organizations whose 
costs are also relatively low. With the advent of the Internet, recorded arts or- 
ganizations in particular may be able to expand their niche audiences beyond 
the traditional limitations of geography and time. For live performing organiza- 
tions in the mid-budget range, however, the relatively high fixed costs associ- 
ated with administration and real estate mean they are quite vulnerable to even 
short-term shifts in earned or contributed income. To stabilize the earned in- 
come and perhaps also the contributed income components of their budgets, 
such organizations must either downsize in order to concentrate on niche mar- 
kets, or position themselves to become acknowledged regional, national, or 
even global leaders, with the attendant increases in revenues and costs.30 

FUTURE ISSUES 

Despite data constraints that limit our analysis,31 the financial picture we have 
drawn suggests that the earnings gap described by Baumöl and Bowen over 30 
years ago remains a key feature of the nonprofit professional performing arts 
world today. Indeed, judging by the stagnant levels of earned income as a per- 
centage of revenues—despite improved marketing and higher ticket prices—the 
average nonprofit performing arts organization remains highly vulnerable to 
the whims of contributors—and increasingly, to the whims of the market. 

Government Support r 

Looking to the future, we see several issues that bear watching with respect to 
the finances and strategies of performing arts organizations. First, government 
support for the arts increasingly means state and municipal government sup- 
port. Although this shift may mean that government funding is more responsive 
to the needs of local arts organizations, it may also mean increased volatility in 
funding and a more conservative approach to the art that is funded. An increase 
in artistic conservatism will affect all nonprofit professional performing organi- 

30Melanie Beene and Associates (1988) perceptively analyze the case of a mid-budget performing 
organization that failed to negotiate these two extremes: the Oakland Symphony. According to the 
authors, a probable contributor to that orchestra's eventual bankruptcy was its failure to establish 
itself as a distinct alternative to the much larger San Francisco Symphony across the bay—even as it 
tried to join the ranks of the nation's major orchestras. Faced with an inflexible musicians' union, 
stable or shrinking audiences, and large operating deficits from its attempt to create a multipurpose 
performing arts center, the Oakland Symphony simply collapsed under its own weight. 
31These data constraints have limited the picture we are able to paint in two ways. First, they re- 
strict our ability to compare costs with revenues. Second, they limit our focus to the nonprofit 
sector. 
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zations, whereas increased volatility will disproportionately affect midsized or- 
ganizations that have relatively high fixed costs and relatively poor potential for 
audience expansion. The shift is also likely to mean less emphasis on the arts 
per se and more on their social and economic benefits to local communities. 
Whether this is good or bad depends on one's views about the primary goals 
and purposes of art. 

Private Philanthropy 

Second, private philanthropy has seen large increases over the past few 
decades. But, as with state and local funding, this expansion has implications 
for programming. As artists and organizations increasingly rely on grantmakers 
such as corporate foundations for support, the art that reaches audiences may 
increasingly reflect the tastes and values of local communities and specific 
benefactors. Once again, whether this is good or bad depends on one's views 
about the goals and purposes of art. 

Private philanthropy does not exist in a vacuum: There is a substantial literature 
that suggests that government support for the arts may displace or crowd out 
private grants and donations to a greater or lesser extent (Steinberg, 1993). Al- 
though the relationship between private and public funding is complex,32 some 
studies suggest that each dollar of public funding may crowd out between 10 
and 50 cents in private support (Brooks, 2000b, 2000c; Kingma, 1989). If these 
findings are correct, then private giving to nonprofit arts organizations in the 
future may well be stimulated if government support continues to fall in real 
terms but on less than a one-to-one basis. If government funding increases, 
however, private giving may decrease but total funding would go up. 

Diversification of Income Sources 

What seems clear from this discussion is that nonprofit institutions are likely to 
be best served by diversifying their sources of contributed income, thus mini- 
mizing the effects of any one source on both the volatility of their budgets and 
the freedom of their programming. How successful different types of nonprofits 
will be in this endeavor may well depend upon their ability to be perceived as 
adding value to their communities. Many large, well-established, prestigious 
organizations have already created this perception. For smaller organizations 
that rely more on volunteer and in-kind contributions and may already be 
serving well-defined, if more limited audiences, cultivating this perception may 

32Many government funding advocates, for example, believe that government funding is an effec- 
tive tool for leveraging private support (American Assembly, 1997). 
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be less important. For organizations in between, the prospects are less clear. 
They may well be forced to reconsider what audiences they are trying to reach 
and how. 

Emphasis on Earned Income 

Potentially even more significant, although difficult to isolate in the available 
data, is a fourth issue: nonprofit professional performing groups' increasing 
emphasis on tickets sold and merchandise purchased in addition to the nature 
and quality of the art they produce. As described above, most of the revenue- 
enhancing strategies large and midsized groups are pursuing are designed to 
increase earned, rather than contributed, income (although this may be a false 
dichotomy because many institutional benefactors now require measurable 
audience-building efforts as a precondition for giving). In any case, as these 
nonprofit organizations rely more and more on the market to pay their bills, it is 
almost inevitable that they will look more like for-profit organizations. This 
could raise serious issues about the appropriate distinctions between tax- 
exempt nonprofits and taxable for-profits. It also has implications for the type 
of art that will be produced. 

For small professional nonprofits, audience focus will also be the rule, but not 
necessarily in the bigger-is-better context. The departure of larger organizations 
for bigger pastures could give these groups an opportunity to build and retain a 
comparatively small but loyal set of followers who would value their unique 
artistic contributions and be willing to pay for them as both consumers and pa- 
trons of the arts. Technological developments such as the Internet may help 
these groups to establish and expand their niches. Without major efforts at arts 
education, however, they will be unable to attract mass audiences unless they 
significantly alter their existing programming. 

Finally, the prospects for midsized nonprofit institutions are not rosy. The de- 
clines and reorientations in public and private sector funding are likely to push 
many of them toward traditional programming and fairly mainstream artistic 
endeavors in order to build audiences and grow organizationally. However, be- 
cause most lack the resources to put on blockbusters, and because of the 
downward trend in transportation and communication costs, it is not clear how 
well they can compete with respect to world-famous and celebrity-heavy insti- 
tutions located in major metropolitan areas. Further, like all groups dedicated 
to live performances, these institutions must also compete with recorded 
blockbusters of the past, which are steadily improving in quality and avail- 
ability. 



Chapter Eight 

WHERE ARE THE PERFORMING ARTS HEADED? 

In the previous chapters we have described the current shape of the performing 
arts environment and identified major trends that bear watching in each of the 
four domains of the performing arts world: audiences, artists, organizations, 
and financing. In this final chapter, we first present a picture of America's fu- 
ture performing arts environment and then discuss what this might mean for 
the quantity, quality, and availability of the performing arts. Next, we discuss 
how arts policy might be refocused in light of those developments. Finally, we 
suggest what future research would help answer many of the unresolved issues 
we have identified. 

A VISION OF THE FUTURE 

The art world we envision for the future remains highly segmented, but the di- 
visions are not the same as those that existed during most of the 20th century. 
Instead of a sharp demarcation between a nonprofit sector producing high art 
and a for-profit sector producing mass entertainment, the major divisions in 
the future will be along the lines of big versus small arts organizations, and 
firms that target broad versus niche markets. 

Specifically, if current trends continue, we envision an arts environment that is 
increasingly segmented into distinct sectors, each specializing in a particular 
type of product or artistic experience, targeting a different market, and 
responding to specific financial pressures. We describe these sectors below: 

• A large commercial sector characterized by fewer but increasingly larger 
firms catering to popular mass markets, often on a global scale. Faced with 
an environment in which the rewards of success and the costs of failure can 
be enormous (and the latter outnumber the former by a significant margin), 
this sector will seek to minimize its risks by choosing conservative pro- 
gramming that relies on established stars and formats and is designed to 
appeal to the broadest possible audiences. It will continue to serve as the 
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principal purveyor of popular entertainment for the mass market—a mar- 
ket that will continue to grow in response to population and income 
growth. 

• A small commercial sector characterized by small firms that target niche 
markets within the recorded branches of the performing arts. Often these 
firms will move into areas, such as classical recordings, that the large com- 
mercial firms have abandoned because they simply don't provide the mar- 
gins and volume that larger for-profit firms require. The low costs of entry 
into this sector, combined with technological changes (such as the Internet 
and e-commerce) that relax the traditional constraints of geographically 
based market thresholds, will also enable these firms to serve a wider variety 
of smaller and more specialized markets. Indeed, lower entry costs and the 
ability to serve spatially dispersed specialized markets will provide firms 
within this sector the opportunity to be more adventuresome in the variety 
of programming they offer. Whether they will choose to do so may well de- 
pend upon their ability to identify and market to newly emerging special- 
ized submarkets for the performing arts. 

• A small number of large nonprofits providing high-quality live performing 
arts in major metropolitan centers. Like their large commercial-sector 
counterparts (and for many of the same reasons), these organizations too 
will seek to maximize their earned revenues from ticket sales and related 
business income. They will rely on advertising and marketing campaigns 
promoting celebrity performers and traditional materials designed to attract 
the broadest share of what appears to be a relatively stable market—those 
individuals who can pay premium prices to attend the highest-quality live 
performances. 

• A much larger number of small nonprofit performing arts organizations 
catering to local and specialized markets, particularly ethno-cultural and 
specialized markets. Although earnings constitute a small fraction of these 
organizations' revenues, their low costs and access to contributed income 
and volunteer labor enable them to survive and, in some cases, prosper. For 
many small and midsized communities, these organizations will provide 
the major source of live professional performing arts—even if they do not 
feature the stars and grand productions that typify the large nonprofit 
sector. 

• An even larger and growing number of amateur performing arts organiza- 
tions. These organizations fill what appears to be a growing segment of the 
performing arts market—the demand for hands-on participation for avoca- 
tional artists. As is true of small nonprofit organizations, earnings are not an 
important source of revenue for these institutions. Instead, they rely very 
heavily on local volunteers, not only for contributed income but also for 
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performing and administrative labor. Because these organizations are pri- 
marily grass-roots organizations that are closely tied to their local commu- 
nities, they may also be supported by local governments. Their numbers 
will be closely tied to the future size of the market for hands-on participa- 
tion. Again, like their small nonprofit counterparts, these organizations will 
have little in common with the larger nonprofits in terms of programming, 
audience demographics, or the professional status of their artists. 

• A sizeable number of nonprofit presenting organizations that provide ac- 
cess to the live performing arts to residents outside major metropolitan 
areas. As we noted in Chapter Six, we do not know enough about these 
organizations because they are typically embedded within non-arts 
organizations. But they are likely to become an increasingly important 
source of high-quality performing arts if, as we predict, the top-echelon live 
arts become concentrated in major metropolitan areas. University-based 
presenting organizations are likely to be especially important to the future 
of the performing arts because they serve multiple functions within the 
performing arts world. Not only are they major presenters, but they also 
play significant roles in training new artists and fostering innovation in the 
creation of new work. 

The biggest challenge we foresee relates to the middle tier of nonprofit arts or- 
ganizations, particularly those opera companies, symphony orchestras, ballet 
companies, and theater groups that service small and medium-sized cities 
across the country. The realities of aging audiences, escalating costs, and static 
or even declining funding streams will force these organizations into a serious 
rethinking of their primary mission, the audiences they want to reach, and their 
organizational structure. Some will choose to pursue increased local funding to 
keep up professional standards, go for the smash hit and superstar marquee, 
and aspire to become regional or national brand-name institutions. Others may 
opt to fill specialized niches based on particular kinds of programming that tar- 
get specialized markets. Still others will decide to focus on their immediate 
community, using local talent to keep costs down and targeting programming 
to encourage participation by local audiences. Finally, some will simply wither 
away, unable to reconcile conflicts among their various stakeholders. 

We currently have too little information on a number of issues to accurately 
gauge how closely this profile will accord with the actual future. The shape of 
change within the commercial sectors, for example, may well hinge on how 
critical intellectual property and e-commerce issues are resolved. Moreover, 
although middle-tier nonprofits face special challenges, they are often viewed 
by their communities as important civic assets. Thus, they may be able to gen- 
erate sufficient public and private funding to sustain their operations. Finally, 
our projection of future demand assumes that observable trends will continue. 
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Given historical patterns of demand, this assumption appears to be reasonable. 
However, as we note below, policy interventions could increase future demand 
for the arts. 

It is important to remember that we have been describing the performing arts 
system in very broad strokes and with highly aggregated data. Although such an 
approach may bring out connections among different parts of the arts world 
that are not captured in more focused studies, it cannot account for the diver- 
sity and particularity of the experience of different artistic subcultures. Even if 
some of our predictions about demand and organizational demographics turn 
out to be valid for the performing arts as a whole, the arts in different parts of 
the country and in different disciplines and subdisciplines may evolve in their 
own distinct way. 

IMPLICATIONS FOR THE PERFORMING ARTS 

We return to the question posed at the beginning of this report: Is the future we 
describe likely to be the best of times or the worst of times for the performing 
arts? Specifically, what are the likely effects on the quantity, quality, and avail- 
ability of the arts if performing arts organizations continue to specialize as we 
predict? 

As far as the quantity of artistic productions is concerned, the future looks 
bright. New and improved production, recording, and distribution technologies 
will allow American audiences to continue to enjoy a wide variety of performing 
arts, both whenever and wherever they like. Most arts programming will still be 
targeted at mass audiences, but some observers argue that the widespread 
popularity of mass entertainment—not only in the United States, but around 
the world—attests to its worth. 

The number of professional-level live performances of the high arts, on the 
other hand, is likely to decline. It is not clear, however, whether this trend poses 
a threat to the public interest. If more people wanted to attend professional live 
performances in any community, the performers and presenters would not face 
financial problems there. This will surely be the case in major metropolitan ar- 
eas where large institutions will continue to offer productions that feature the 
best that money and talent can offer. In addition, touring artists and performing 
arts companies will provide an opportunity for fans to attend live performances 
in the many smaller cities and towns that would otherwise not be able to sus- 
tain top-level performing arts. And for those who are not able to attend the live 
performance, high-quality digital recordings will provide an improved, if still 
imperfect, substitute for the live experience. 
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For Americans with less traditional artistic tastes, the future promises greater 
opportunities than ever before. The number of live performances in local com- 
munities is likely to grow. These will be mainly low-budget productions of great 
cultural and artistic diversity performed by artists on a volunteer basis. The 
number and range of non-live artistic productions should also increase as cable 
television, satellite broadcasting, and the Internet knock down geographic bar- 
riers to audience development. The ability to reach far-flung audiences has 
created healthy markets for forms of art that had previously been unable to at- 
tract economically significant demand. Although the commercial success of 
such ventures remains to be proven, it seems likely that in the future, niche arts 
markets will be not only possible but profitable. And for those who want to be 
directly involved in the creation of music, opera, theater, or dance, the prolif- 
eration of community-based groups will offer more and greater opportunities 
for direct participation in the performing arts at the amateur level. 

How the quality of the arts will be affected by changes in the performing arts 
system is more difficult to analyze, primarily because quality is a subjective cri- 
terion. Still, it is an unavoidable issue when evaluating the continued vitality of 
the arts in America. The question of quality can be posed in at least two ways: 
First, will artists find sufficient opportunities to develop their skills within the 
future performing arts system? And second, will that system encourage the 
creation of original works of enduring value? 

The polarization of artists' incomes (created by the superstar phenomenon), 
the greater concentration of large nonprofits, and a possible contraction in the 
number of midsized organizations are all trends that could reduce the oppor- 
tunities for talented young people to pursue professional careers in the per- 
forming arts. In particular, many observers view midsized arts organizations as 
a vital training ground for actors, ballet dancers, opera singers, and classical 
musicians, preparing them for the leap to the "big leagues." If this middle tier 
contracts, many aspiring young talents could be forced to take jobs in the small 
nonprofit and volunteer sectors, where standards of production are far less pro- 
fessional. 

These concerns, however, maybe overblown. When a similar contraction of the 
middle tier took place in professional sports, for example, the decline in the mi- 
nor league infrastructure was offset by the increasing importance of the uni- 
versity as a developer of young talent. A similar phenomenon could well occur 
within the performing arts. 

The broader question about quality is whether the growing role of the market- 
place in the arts will make it more difficult for original works of enduring value 
to be produced and performed. As we noted in Chapter One, opinion on this 
point is divided. On one hand, advocates for the market, such as Tyler Cowen 
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(1998), assert that by serving a wide variety of tastes, market forces promote in- 
novation across artistic styles. In making this case, they point out that creative 
geniuses like Shakespeare, Mozart, and Beethoven all had a broad popular fol- 
lowing in their day. On the other hand, commentators like Robert Brustein of 
The New Republic already bemoan the destructive effects of commercialism on 
American theater: "The products of the non-profit theaters . . . have been 
growing almost indistinguishable from Broadway (and off-Broadway) in their 
dependence on the box office and in the lowered ambitions of their work" 
(Brustein, 2000). The truth is, without more data on programming and institu- 
tional expenditures, it is very hard to determine the effects of the marketplace 
on what is produced and performed. 

One could argue that the new era will be able to avoid the tyranny of the major- 
ity because artists can now directly reach sophisticated niche audiences 
through computer-mediated communications. But the highly decentralized 
nature of the Internet is likely to make it more difficult to reach the attention of 
more than a small circle of admirers. 

Indeed, the major problem with such a decentralized distribution system may 
well be a lack of quality control rather than a lack of quality per se. There will 
simply be too much material available for consumers to distinguish works of 
exceptional merit from all the others. To those convinced that the high arts 
form an aesthetic pinnacle, the new world of the arts that we envision will be in- 
ferior because popular tastes rather than true artistic excellence will become 
the primary arbiter of what does and does not get performed—in the nonprofit 
as well as the for-profit sector. 

Once again, to the extent that midsized organizations offer centers of creativity 
and innovation, the potential decline of the middle tier could pose a particular 
threat. The decline of the middle tier could eliminate the set of organizations 
that provide the R&D necessary for the continuing growth of creativity and in- 
novation in the arts. On the other hand, the niche markets served by growing 
numbers of small nonprofit and for-profits could serve as incubators of inno- 
vation. 

Ultimately, of course, the quality of a work of art can only be determined over 
time. The historical evidence suggests that, during any given period, art of long- 
lasting value is rare and is often not recognized as exceptional either by the 
public or by critics at the time it is first produced. It is not unreasonable to as- 
sume that the same is true of our time. What is crucial, then, is not where a work 
is first performed but whether it is performed at all and thus has the opportunity 
to pass the test of time. 

If exceptional works of art can find expression, then they will be judged, as all 
works have been, by future generations. Where are such works likely to be per- 



Where Are the Performing Arts Headed?  113 

formed in the performing arts system of the future? The largest nonprofits, al- 
though they feature celebrity artists and grand productions, do not rely entirely 
on traditional programming. Some of the largest nonprofits, such as the 
Metropolitan Opera and the New York City Ballet, offer some of the most so- 
phisticated and innovative programming in an effort to educate their audiences 
and maintain their prestige as leading centers of the arts. It seems likely, how- 
ever, that such practices will remain the exception rather than the rule among 
most large nonprofits. In contrast, smaller for-profit and nonprofits catering to 
specialized niche audiences—although not necessarily amateur organizations— 
may well be more daring in their programming if they can identify and market 
to specialized niche markets. The key here is to identify such markets and the 
products that might appeal to them. 

Once again, the university sector may play a critical role in making sure that 
new artistic voices are heard. Because universities, particularly in their research 
and training (as opposed to their presenter) roles, are much less sensitive to the 
demands of the market, they will be better able to foster innovation and cre- 
ativity. In other words, the university may increasingly serve the same basic re- 
search role in the arts that it has traditionally played in the natural sciences. Ac- 
cording to the natural sciences model, universities, supported by subsidies 
from the public and private sectors, perform the basic research that is later 
supported directly by the private sector after the applicability of the basic con- 
cepts has been demonstrated and a market established. 

The final criterion for assessing the implications of current trends for the future 
is how they will affect access to the performing arts. The most important loss of 
access to live performances will be in those regions of the country that may lose 
the midsized organizations that now produce professional performances of the 
high arts. In other respects, however, availability of the performing arts is likely 
to increase. Technological advances and the expansion of the small nonprofit 
and volunteer sectors will provide increasing numbers of productions of a 
growing variety of creative works. Internet-based arts, however, will not in- 
crease access equally, since not all people have access to—or familiarity with— 
the new technologies that deliver these performances. 

In discussing the quantity and availability of artistic productions, it is important 
to recognize that over time supply will respond to increased demand. Thus, fu- 
ture public involvement in the performing arts will be constrained less by sup- 
ply of the arts than by public interest in the arts—that is, by demand. Indeed, 
the critical challenge for increasing all aspects of the supply of the arts 
(quantity, quality, and access) is stimulating greater demand for the arts. 

How to address this challenge, however, is not altogether clear. Despite the best 
efforts of scores of institutions and the investment of countless dollars, the 
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profile of the average audience for live performances has changed very little 
over time (Schuster, 1994). Moreover, there is a lack of systematic research on 
what influences people to take an interest in the arts. What we do know, how- 
ever, is that the more knowledgeable individuals are about the arts, the more 
likely they are to participate. Indeed, demand for the arts, like that for other 
leisure activities, increases with familiarity and experience (Kelly and 
Freysinger, 2000). This finding, however, begs the question of how to increase 
the public's involvement and familiarity with the arts. Again, the sparseness of 
the literature offers few definitive clues for how to accomplish this, beyond 
noting that early exposure to the arts and to arts education at all levels of formal 
education can have a lasting effect on individual involvement with the arts. Arts 
education can, of course, take several forms including arts appreciation, educat- 
ing people who teach art, and training artists. More attention should be given to 
arts education in all of its forms—particularly in locations where such educa- 
tion is largely undeveloped. 

Another option is to attempt to build greater crossover between the public's in- 
terests and involvement in the popular arts and the high arts. For example, al- 
though American teenagers (the dominant demographic groups targeted by 
multimedia conglomerates) may have had only minimal exposure to theater 
and classical music, they are much more likely to have purchased recordings of 
popular music and tickets to films. While it is not clear how to expand those ex- 
periences to the more traditional performing arts, it is clearly an issue that 
should be given more attention by arts organizations.1 

CONSIDERATIONS FOR POLICY 

The objective of this research was not only to improve our understanding of 
how the performing arts world operates and where it may be headed, but also to 
address what this understanding might mean for policy. The arts community 
has expressly recognized both the need to develop a policy-analytic capability 
for the arts and the importance of articulating a clearer rationale for a govern- 
mental arts policy (American Assembly, 1997). Despite these developments, 
however, it is doubtful that an adequate framework now exists for setting policy 
in the arts. Policy, after all, is about choosing the appropriate actions to further 
public objectives. Thus, a policy framework should be based on a clear under- 
standing of the public interests involved, the roles that government (versus 
others) could play in promoting those interests, and the strategies that govern- 
ment at every level has at its disposal. The following discussion develops these 
points and offers some thoughts about the directions future policy might take. 

Moreover, as we noted in Chapter Four, crossover effects within the performing arts appear to be 
limited. However, as we also noted, more work needs to be done on this topic. 
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From a public policy perspective, the critical question raised by this analysis is 
how future developments in the arts are likely to affect the broader public inter- 
est. This is a question that has not been given adequate attention by the arts 
community. Indeed, as the American Assembly acknowledges, the arts com- 
munity has traditionally viewed arts policy in terms of its impact on arts organi- 
zations and artists rather than on the American public. In response, the As- 
sembly has called for a much more explicit consideration of the public benefits 
of the arts. We agree. As a first step, the arts community needs to devote effort 
to demonstrating why the arts should be considered an appropriate subject for 
public policy. 

In this light, we suggest that the performing arts serve three essential functions 
for society:2 

1. The arts serve as a source of entertainment, enrichment, and fulfillment for 
individuals. 

2. The arts serve as a vehicle for the preservation and transmission of culture. 

3. The arts provide a variety of instrumental benefits for society. These benefits 
exist at the individual, community, and national level. 

The first category recognizes that one of the primary functions of the arts is the 
value they offer to individuals. Indeed, if there were no private demand for the 
arts, they would not exist. In this sense the arts are a private good that benefits 
individuals and, in turn, society. Second, the arts serve as a source of culture in 
the sense that they incorporate "the best which has been thought and said in 
the world" (Arnold, 1869). Access to the arts preserves and transmits this culture 
and thus provides direct public benefits both for current and future genera- 
tions. Third, the arts provide a wide variety of instrumental or indirect benefits 
at the individual, community, and national level that are of direct benefit to 
society in general. For example, at the individual level the arts may promote an 
openness to new ideas and creativity as well as promoting competencies at 
school and at work. At the community level, the arts can provide a variety of 
economic and social benefits, such as increasing the level of economic activity, 
creating a more livable environment, and promoting a sense of community 
pride. At the national level, the arts can promote an understanding of diversity 
and pluralism, reinforce national identity in our cultural products, and provide 
a source of the nation's exports. 

^The societal interests we identify here include virtually all of the public purposes identified in the 
American Assembly report, but we have classified them differently. 
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These public benefits suggest that the public has a stake in what happens to the 
arts, and they thus provide a rationale for government policy. But articulating 
these potential benefits is only the first step. The arts community needs to be 
able to document them—something it has not yet systematically done. Too of- 
ten, advocates have either asserted their existence or accepted available esti- 
mates uncritically. As a result, it is difficult to evaluate and prioritize the various 
benefits claimed and to develop programs to promote them. 

Recognizing that the government has a legitimate role in the arts still leaves two 
important policy issues to address: first, the role government plays in promot- 
ing these interests and second, the strategies it employs to do so. In this context, 
it is important to recognize the unique nature of America's public-private part- 
nership in support of the arts. Unlike the situation in many other countries, the 
arts in the United States are by and large provided in the private sector. Only 
rarely is the government directly involved in the production and distribution of 
the performing arts3 and, as we have demonstrated, government financing of 
the arts is a relatively minor component of total revenues. Indeed, the most im- 
portant government policy in providing financial support for the arts is the tax 
deductibility of private charitable contributions—a policy through which indi- 
vidual donors rather than government officials make funding decisions. The 
public's long-standing resistance to direct government involvement in setting 
standards for the arts suggests the ambivalence with which the public views a 
direct government role in the arts. 

In a future environment in which the market will play an increasingly important 
role in determining what art gets produced and distributed, it is appropriate to 
ask how the responsibility for policy should be divided between the public and 
private sectors. Schuster (1994) has suggested several roles the government 
might play. First, government policy might be used to promote market effi- 
ciency—that is, to prevent the market from producing less than the "socially 
optimal" amount of a good. Central to this efficiency argument is the economic 
principle that whenever social benefits exceed private benefits, the market, be- 
cause it focuses on the wants of individuals, underproduces such goods. This 
efficiency rationale is particularly relevant to the instrumental or indirect ben- 
efits of the arts, such as increasing the level of economic activity, creating a 
more livable environment, and promoting competencies at school and at work. 
It is also relevant to the transmission of culture because the desires of future 
generations are unlikely to be considered by the market. 

3Even where the government is directly involved in production, as is the case in government-owned 
facilities, the revenues that support those facilities are often jointly provided by public and private 
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A second role of government policy is to promote equal access to the arts. Is- 
sues of access can arise from several sources, including unequal geographic ac- 
cess to the arts, market neglect of the tastes of minority groups, problems aris- 
ing from poor education, or income disparities. To the extent that the market 
fails to provide equal opportunities on any of these grounds, it creates an issue 
of equity that government policy, in principle, can address. Arguments for gov- 
ernment support of local arts institutions in small and midsized cities as a 
matter of civic pride are motivated, at least in part, by this objective. 

A third role of government policy is to ensure that individuals have sufficient 
information to make their consumption choices. Government support for the 
development of the Internet and related protocols are examples of policies that 
support this objective. In addition, enforcement of antitrust regulations, par- 
ticularly when they are designed to prevent the selective dissemination of in- 
formation by small groups of producers and distributors, also serve this pur- 
pose.4 

A final role of government policy is to promote the arts because they are inher- 
ently good for society—a benefit that economists refer to as a "merit good." Im- 
plicit in this argument is the notion that the arts promote the public welfare and 
that the societal benefits of the arts are greater than the sum of the private 
benefits. Although difficult to measure, examples of such merit goods are the ef- 
fects of the arts in promoting an understanding of diversity and pluralism and 
expressing a sense of national identity. Unlike other roles, which call for gov- 
ernment intervention only when the market fails to function properly, the merit 
good argument asserts that the arts are intrinsically worthy of government sup- 
port. Judging the value of the arts relative to other merit goods, however, re- 
quires a much more careful assessment of the public benefits of the arts. 

Within this framework, there is still a question about how the division of re- 
sponsibility for executing these roles should be divided among federal, state, 
and local governments. Some of these roles, such as implementing antitrust 
regulation and policies related to the Internet, clearly fall within the purview of 
the federal government. Others, such as those relating to public access and to 
the arts' instrumental benefits at the community and individual levels, may be 
more appropriate for the state or local government. Because preferences for 
these benefits differ from one part of the country to another, it seems reason- 
able from a political standpoint for decisions to be relegated to the level of gov- 
ernment that is closest to the region the policies will affect. Such a decentralized 
approach is also consistent with Americans' ambivalence toward a single fed- 

4We recognize that enforcement of antitrust regulations is often driven by other considerations. 
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eral standard for the arts and their preference for decentralized government 
decisionmaking. 

The final element in a policy framework is a set of guidelines or strategies for 
choosing among the policy tools available. These strategies can be distin- 
guished in two ways: whether they focus on the supply of or the demand for the 
arts and whether they affect behavior directly or indirectly. Policies that address 
the supply of the arts focus on influencing the quantity and quality of arts avail- 
able principally by affecting the behavior of the suppliers of art—that is, artists 
and arts organizations. Policies that address demand, on the other hand, focus 
on increasing the access and exposure of consumers to the arts. 

By and large, the focus of most arts policies since at least 1965 has been on sup- 
porting the supply of the arts (Chapman, 1992). This focus is reflected at the 
federal level in the form of direct NEA grants to artists and arts organizations 
and at the state and local levels both in support for local arts organizations and 
in the construction of venues to present the arts. However, policies designed to 
increase the quantity and availability of the arts might be more appropriately 
targeted at demand. Indeed, if policy discussions are redirected to emphasize 
the public benefits of the arts, then it seems appropriate to give more attention 
to strategies aimed at stimulating demand. Both the private and instrumental 
benefits of the arts are contingent on getting individuals to become involved in 
the arts—i.e., increasing the number and range of people who participate and 
increasing the intensity of their participation. 

The transmission and promotion of culture, on the other hand, involve not just 
increasing public involvement with the arts but also ensuring that high-quality 
work is created and produced. If one believes that an increasing reliance on the 
market and popular tastes will not support such creativity, a strategy that fo- 
cuses on artistic suppliers may be more effective. It is important to recognize, 
however, that such a supply-side approach inevitably generates public contro- 
versy about which organizations, artists, and content the government should 
support. Unlike the environment for the arts in much of Europe, the expendi- 
ture of public funds on the arts in America is often viewed as legitimate grounds 
for criticizing and censoring artistic content. 

Regardless of whether policies are focused on supply or demand, policymakers 
must judge which strategies are most likely to achieve their objectives. In fact, 
policymakers have a wide variety of strategies, both direct and indirect, to 
choose from. The most obvious example of a direct approach to support pro- 
duction of art is government grants to the arts; the most important example of 
an indirect approach is the deductibility of charitable contributions that en- 
courage private donations to the arts. Although these two tools of government 
policy have received most of the attention of the arts community, there are 
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other approaches. Examples of direct strategies are government funding of arts 
venues and enforcement of antitrust laws. Indirect strategies include copyright 
and patent regulations that encourage artists to create new work by protecting 
their rights to control their work; support for public education, which promotes 
demand for the arts; and support for development of the Internet as a platform 
for the arts. These indirect approaches are more diverse, and many of their ef- 
fects may not be immediately apparent. 

Choosing an appropriate strategy for policy, of course, requires an understand- 
ing of the objectives that policy is designed to achieve. Given the diversity of 
participants and the multiplicity of interests that characterize the performing 
arts system, it will be a challenge for that community to agree on what the ob- 
jectives of arts policy should be. Consider, for example, that in describing trends 
in the performing arts, we distinguished among consumers, artists, arts organi- 
zations, and funders and noted that each of these categories could be distin- 
guished in a variety of ways. Arts institutions themselves differ along multiple 
dimensions—including discipline, sector, size, type, and mission. As in other 
areas of American society, the risk is increasing Balkanization—becoming a 
nation of niche markets and splintering interest groups—which makes it 
increasingly difficult to articulate the common good. 

Despite the absence of a policy framework and a clear set of policy goals, we 
believe the analysis presented in this report offers a direction for arts policy—a 
subject to which we now turn. As we noted above, the central policy issue over 
the past few decades has been the level of direct federal support for the arts. We 
believe this focus is misplaced. Although federal funding for the arts has clear 
symbolic importance as a signal of the arts' public legitimacy, it represents a 
very small (and shrinking) portion of performing arts organizations' revenues. 
Second, the federal government's indirect financial support for the arts through 
the deducibility of charitable contributions is much more important financially 
than its direct subsidies. Third, direct federal funding of the arts brings with it 
increased pressures for artistic standards and cries of outrage from vocal citi- 
zens who are offended by specific works of art. Finally, battles over federal 
funding have diverted energy and attention from other issues that are appro- 
priate to the new era of the performing arts we have delineated in this report. 

We believe more attention should be given to policy strategies that focus on 
stimulating demand for the arts. This focus is consistent with the recognition of 
the need to emphasize the public benefits of the arts and with the increasing 
role that public demand will play in determining what art gets produced and 
distributed. Efforts to diversify and broaden arts audiences are also less likely to 
be subject to the criticisms that have been raised about public subsidies going 
to arts organizations whose consumers are, on average, more affluent than the 
public at large. Strategies that focus on stimulating demand are also more likely 



120    The Performing Arts in a New Era 

to increase the quantity, accessibility, and diversity of arts—that is, to expand 
the market for the arts—than are policies directed largely at supply. Other im- 
portant issues—such as technological change, increasing concentration in the 
commercial performing arts sector, uncertainty surrounding intellectual prop- 
erty laws, and a potential decline in employment opportunities for new artists— 
have been largely relegated to the periphery of policy discussions. It is time to 
address them more directly, formulate policy objectives, and assess policy op- 
tions. Finally, in an arts environment in which private actors will continue to 
have a major role in determining the future course of events, governmental 
strategies that rely primarily on direct actions to shape private behavior may 
not be adequate. Instead, we suggest that the arts policy community explore 
more creative ways in which government policy can provide incentives that en- 
courage arts organizations and others to support innovative programming, to 
hire and train new artists, and to increase public involvement in their activities. 
All these issues will require future research and data collection, as we suggest 
below. 

RECOMMENDATIONS FOR FUTURE RESEARCH 

Throughout this report, we have emphasized the limitations of the data and re- 
search on the arts. Here we recommend specific areas in which further data 
collection and research would be particularly useful. Given the relatively unde- 
veloped state of research on the arts (at least in comparison with such areas as 
education and health care), it is important to set priorities to focus resources 
where they can be most effective. 

We have called for more attention to policies that stimulate public involvement 
in the arts rather than focusing exclusively on promoting supply of the arts. Lit- 
tle research has been done, however, on how interest in the arts develops, ei- 
ther in general or in specific disciplines, or why people choose certain forms of 
participation. Most studies of demand have been based on cross-sectional sur- 
veys of the national population and focus on estimating levels and correlates of 
participation. Such studies fail to address the process through which tastes for 
art are formed or how those tastes can be influenced. We recommend future re- 
search in this area. It would be particularly useful to develop and test models 
that explain how tastes for the arts are formed and how they change—and to 
conduct this research in such a way that it can help inform policy and help arts 
practitioners who are trying to extend the reach of artistic programs in their 
own communities.5 Future research should also examine the role of education 
in general, and arts education in particular, in the formation of artistic tastes. 

5See McCarthy and Jinnett (2001) for a discussion of how increased understanding of the deci- 
sionmaking process can be used to influence participation behavior. 
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Our recommendation that arts policy focus more on addressing demand for the 
arts reflects the importance that we and others place on the public benefits of 
the arts. Despite recent efforts to articulate the importance of these benefits, 
however, no systematic study exists that documents what we know about those 
benefits or how they relate to arts participation behavior. As a result, it is diffi- 
cult to evaluate the benefits claimed by arts advocates, much less to draw 
lessons that will help design effective programs to promote these benefits. What 
is needed is a systematic analysis of the evidence that exists about the benefits 
of the arts and how these benefits are related to patterns of arts participation. 

As we suggested in Chapter Five, although artists are at the center of the cre- 
ative process, we probably know less about them than about any other part of 
the performing arts environment. For example, we know that a simple di- 
chotomy between artists who pursue their art on a vocational basis and those 
for whom it is an avocation greatly oversimplifies reality, but we do not have 
enough information about artists' career patterns, earnings, skill levels, and 
employment conditions to make finer distinctions. We also know very little 
about how the institutions and sectors in which artists work affect their 
employment conditions and career patterns. As a result, although we know that 
the number of self-defined artists appears to be increasing and that more artists 
appear to be pursuing their art on an avocational basis, we cannot make any 
definitive statements about what this might mean for artists' employment 
prospects or working conditions. Most important, we cannot assess what such 
changes imply for the quality, quantity, and availability of the performing arts. 

The major constraint on improving our knowledge of these issues is the ab- 
sence of data. As we noted in Chapter Five, the basic source of data on artists is 
the Decennial Census of Population. But Census data on artists rely on self- 
definition; fail to distinguish among work done as a performer, other arts- 
related employment, and non-arts employment; and contain very little 
information about employers and virtually none on career dynamics. Although 
some data exist on such issues, they are neither comprehensive nor systematic. 
We believe that this situation is unlikely to improve dramatically until better 
data are collected. In particular, we recommend that systematic employment 
data be collected that distinguish among the different categories of 
employment (performing, other arts-related, and non-arts) and describe in 
sufficient detail the characteristics of employers to which the employment 
conditions pertain. We also believe that longitudinal data are needed on such 
elements of the career process as training and experience, career motivations, 
employment patterns, and institutional experience and how these factors have 
changed over time. 

In discussing how the characteristics and financing of arts organizations have 
been changing, we pointed out several gaps in our existing knowledge. We 
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noted, for example, that the major sources of information on the organizational 
and financial characteristics of arts organizations, namely, the Economic Cen- 
sus and IRS Form 990 data, are much more likely to capture large than small 
nonprofit organizations and typically contain almost no information on organi- 
zations in the volunteer sector. This selectivity is particularly troubling with re- 
spect to the volunteer sector, which appears to be an order of magnitude larger 
than the large nonprofit sector and is growing rapidly. A more accurate de- 
scription of the trends affecting the performing arts system will require a dedi- 
cated data-gathering effort focused on very small performing arts groups— 
especially those in the volunteer sector.6 

A second major gap in our knowledge of arts organizations is the absence of 
systematic information about institutional expenditures. Although we are able 
to determine the amount and sources of revenues for nonprofit organizations 
over time, and thus determine that the earnings gap facing nonprofits appears 
to be relatively stable, a more complete picture of their financial situation (as 
well as that of the for-profit sector) requires information on expenditures. In 
fact, a true test of Baumöl and Bowen's cost disease hypothesis requires such 
information. The absence of expenditure (and cost) data also hampers any 
discussion of the strategies nonprofit and for-profit firms are employing to deal 
with changing financial pressures. 

Although proprietary concerns limit the willingness of for-profit firms to dis- 
close more complete information about their revenues and expenditures, more 
could and should be done to collect systematic information on nonprofit arts 
organizations' financial situation. Indeed, The Ford Foundation conducted a 
systematic study of a sample of arts organizations in the 1970s (The Ford 
Foundation, 1974) and that study could be used as a model for future data 
gathering and research. 

Finally, we recommend systematic collection of information on organizational 
programming and output. As we noted in our discussion of the changing orga- 
nizational structure of the arts (Chapter Six), we were unable to determine 
whether the declining average size of most nonprofit arts organizations is a 
product of the entry of new firms or reductions in size of existing firms. Simi- 
larly, in discussing changes in programming strategies of arts organizations, we 
were forced to rely on anecdotal and specialized studies of existing institutions 
rather than systematic data on actual programming. In this case, unlike several 

"Important efforts are already under way in this area, such as the Unified Database of Arts Organi- 
zations, which is being constructed through the joint efforts of the Urban Institute's National 
Center for Charitable Statistics (NCCS), the NEA, and NASAA; and the National and Local Profiles of 
Cultural Support project, which is being cosponsored by The Pew Charitable Trusts, Americans for 
the Arts, and the Arts Policy and Administration Program of Ohio State University. 
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others, the problem may stem less from the absence of such data than from the 
way existing data are collected and maintained by service organizations. Some 
service organizations collect information on programming and output but gen- 
erally do not report that information. Although more systematic procedures 
could be used in collecting and compiling such information, the organizations 
involved will need to be convinced that there are benefits to doing so. We rec- 
ommend that this case be made. 
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3 hat is the state of the performing arts in America at the beginning of the 

21st century? After decades of expansion, how are performing arts organizations 

faring? Is demand for live performances increasing or decreasing? Are more Americans 

choosing the performing arts as a profession? What is the effect of the Internet on the arts? 

What does the future hold for America's performing arts? 

These are among the questions explored in this book—the most comprehensive 

analysis of the performing arts in the last 35 years. It examines the full range of performing 

arts, synthesizing the available data on opera, theater, dance, and music, in both their 

live and recorded forms. The authors identify key trends affecting audiences, artists, arts 

organizations, and financing for each of the performing arts. 

An ambitious undertaking in a field often lacking critical data, the book also 

includes an assessment of the state of information on the performing arts. Trends affecting 

commercial and large nonprofit organizations, midsized nonprofit groups, and smaller, 

community-level groups are all examined. The authors discuss the implications of likely 

future developments and consider policy issues such as public funding for the arts. 

". . . fascinating and provocative and all things a good report should he." 

—Ben Cameron, Executive Director, Theatre Communications Group 

"The researchers have . . . produced a book that will make a very useful 

contribution to the debate about the performing arts in America today." 

—David Throsby, leading cultural economist 
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